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e In the Record « 


How Much Secular Slack? 


As the statistical position of business has begun to improve in recent months, 
the attention of analysts has focused on the kind, as well as the rate, of recovery 
that can be hoped for in the remainder of 1961. This shift in attention under- 
scores a great debate now in progress among economists in and out of Washington) 
on whether cyclical recovery in 1961 will be amplified by continuing secular 
growth. Or has secular growth in the economy weakened in recent years? 


Framing the issue the other way around: if 1961 witnesses a healthy expansion of 
general business, what will happen to the thesis that the growth rate has slowed?! 
If, as everyone agrees, the present level of unemployment is too high, will cyclical 
expansion alone solve the problem? 


The technical-sounding issues in this debate have a broad and practical relevance 
for government and business alike. They are explored briefly and nontechnically 
starting on page 1. A following piece takes a more technical look at the evidence 
on the nature and causes of the currently high level of unemployment. 


Consumers and Their Credit. .4 Unemployment: Cyclical or Secular? .9 


Stock Prices and Earnings. . 


Inventories in the 1960-1961 Recession 

In the 1960-1961 recession, the decline in inventory 
investment in the nonfarm sectors of the economy 
actually exceeded the drop in gross national product. 
These inventories accounted for 63% of the total decline 
in the 1957-1958 recession, 100% in the 1953-1954 fall 
from peak, and 84% in 1948-1949. Inventory behavior is 
analyzed in the article startingon............ page 14 


Consumer Buying Plans Still Restrained 

The eleventh survey conducted by the Board under the 
sponsorship of Newsweek reveals that while business was 
still moving at a slow pace in the first two months 
of 1961 survey participants were quite optimistic 
about future job opportunities in anticipation of rising 
income. But their confident outlook was not ex- 
pressed in purchasing plans. The buoyant stock market, 
however, paralleled certain consumer attitudes during 
the early months of the year...............4. page 18 


Foreign Operations: Another Advance 

“American manufacturers set aside more funds for 
capital investment in foreign countries during the last 
three months of 1960 than in the same period of 1959. 
This was the fourth successive year-to-year increase 
recorded by the Board’s new quarterly survey of capital 
appropriations for foreign operations.” ........ page 23 


Tenure and Retirement of Directors—Survey 
of Business Opinion and Experience 


Of the 205 companies participating in THE CONFERENCE 
Boarp’s monthly survey, all agree that “age and ability 


..7 Mortgages: Forty Years and Up... .12 


to contribute to the company are the principal con- 
siderations that limit a director’s length of service.” 
Aside from these factors, a mandatory retirement age is 
the one formal means used to limit a director’s tenure of 
office. Compulsory retirement arrangements, as well as 
other company practices that may affect a director’s 
length of service, are discussed on............- page 30 


Consumer Profiles: Ill. Families by Schooling; 
This is the third and final instalment of the Life- 
sponsored series on Consumer Profiles. This article de- 
scribes the characteristics of the nation’s families im 
relation to educational achievement........... page 37) 

Consumer Market Statistics............... page 39) 


Mergers and Acquisitions 


For many years Tar ConrrrEence Boarp has collect 
notices in the press and has regularly published them im 
The Business Record. Such a listing, it is thought, may 
be helpful to companies making merger plans, engaged 
in legal proceedings, or to persons interested in the 
structure of industry. With this issue of The Business 
Record, the Board seeks the cooperation of its subscribers 
to determine if continuation of this service should be 
maintained. (See reply card attached.) Five pages of 


listings start om, a c.i 5 este cle delete eee page 44 
Business Forecasts................. . .page 29 
Business Bookshelf....... pages 17, 22, 29, 35 
Selected Business Indicators........... page 24 
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Business Highlights 


S THE first quarter came to an end, so too, appar- 
sntly, did the nation’s fourth postwar recession. By 
early April, statistical downtrends were few and far be- 
eween, while uptrends were getting more and more 
common. | 

As spring arrived, general industrial activity was al- 
eady in a broad, although still very mild, advance. The 
gross national product, which had fallen to about $500 
illion in the first quarter, also turned a corner; GNP in 
the second quarter is certain to be somewhat higher than 
n the first quarter. 


Contributing to the Switch 


As is typical in the very early stages of recovery, the 
improvement seems to consist of a sudden switch from 
mild decline to mild expansion in a large number of 
activities. No outstanding statistic, and no outstanding 
sector, has dominated the news of improvement thus 
far. Woven into the trend are a host of favorable 
individual conditions: a developing stability in plant 
and equipment expenditures, after almost a year of 
noderate decline - a recovery in retail trade, partly 
eflecting recoupment of sales lost in the uncertainties 
and blizzards of the first quarter - an abatement of the 
prolonged decline in private residential building activ- 
ity ¢ a slowing of inventory liquidation in the manufac- 
turing sector, accompanied by a firming of order rates 
and a strengthening of prices + the lowest short-term 
interest rates since the fall of 1958 + a very liquid bank- 
ing system - and a boom of generous proportions in 
stock prices and trading. 

This is a run-of-the-mine mix of business statistics, 
which no one index number could hope to summarize. 
The list as a whole provides some sense of preparedness 
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for an upturn running through a considerable portion of 
the economy. For devotees of the one-number approach, 
it might be noted that THe CoNFERENCE Boarp’s 
diffusion index reached a pronounced trough in Decem- 
ber of 1960, and has since been advancing as sharply as 
it did in early 1954 and the spring of 1958. 


Going Down the List 


Sensitive business indicators such as the collection of 
eight series carried as a regular feature in the Board’s 
““Chartbook of Current Business Trends,” are also 
heralding an upturn, although certainly not unani- 
mously. Of the eight series, raw materials prices and 
stock prices have executed a prompt and vigorous rise; 
declines have terminated, and slow recovery. has begun 
in the average work week and the number of business 
failures. New orders in durable industries have turned 
irregular or (on the basis of just the last month) have 
entered on a mild improvement, while new incorpora- 
tions and contract awards for both residential and com- 
mercial and industrial building were still declining on 
the basis of the latest available figures. 

Among indicators of the labor market, the accession 
rate- has started to improve, while the layoff rate has 
been declining. THz CONFERENCE Boarp’s he!p-wanted 
index was unchanged from December to February, and 
rose moderately in March. The unemployment rate 
itself continued to creep up on a month-to-month basis 
in the first quarter, but the rise in unemployment is 
evidently related statistically to a much sharper than 
normal increase in the civilian labor force. Between 
December, 1959, and March, 1960, the labor force 
actually shrank by about 800,000; between December, 
1960, and March, 1961, it increased by about 500,000. 


: 


Manufacturing Ratios in the Four Postwar Recessions 


Note: Based on seasonally adjusted data (except for unfilled orders). The occurred in November, 1948, July, 1953, July, 1957, and May, 1960, respectively 
scales were chosen approximately in proportion to the relative importance of For a detailed discussion see special article on page 14 
the three ratios in an estimating equation for inventory changes. The scale for Sources: U. S. Department of Commerce; National Bureau of Economic Re- 
inventory-sales ratio is inverted. The four peaks of the postwar business cycles search; The Conference Board 
RECESSION INVENTORIES + SALES NEW ORDERS SALES UNFILLED ORDERS+SALES 
1.45 1.00 1.00 
L50 
1948-1949 0.97 0,50 
US'S 
1.60 0.94 (0) 
155 100 200 
160 
1953-1954 097 \ ve 1.50 
1.65 be 
1.70 094 100 


100 


L50 


1960-1961 


0.97 


1.58 a) 100 1.50 
1.63 ie 

1957-1958 0.97 00 
; Rens 
1.73 0.94 0.50 


0.94 (e} ' 
=—3 =2'—-| O71 2034S 26) 7 “679 = 3 eh ON 234) S 6 or 8) 79 =3~—2—l0 1) 2°73 4°55 67 eee 


NUMBER OF MONTHS FROM BUSINESS CYCLE PEAK 
BUSINESS RECORC! 


n any event, weekly figures on insured unemployment 
ake it altogether clear that the problem of joblessness 
no longer being compounded by the forces of short- 
rm recession; since early March, in fact, the weekly 
nemployment statistics have been pursuing a normal 
asonal decline. 

_ Forecasting is essentially a weighing of probabilities; 
it any given time, a given forecast has a probability of 
ess than unity (that is, any forecast is less than certain 
ntil the actuality arrives, when it is no longer a fore- 
ast). One of the interesting features of forecasting is 
at the probability associated with a forecast for the 
ext ensuing period tends to influence attitudes toward 
ill later periods. An obvious illustration of this ab- 
tract little nugget is confronting forecasters at the 
aoment; the probability that business conditions have 
assed a cyclical turning point has recently soared 
oward unity, and the resulting increase in optimism is 
Itering views about the kind of recovery that will 
ollow the turning point. In recent weeks, the forecast- 
ng issue has shifted from “‘when will the turn come?” to 
what kind of recovery are we approaching?” The shift 
f attention from the first to the second question is 
Itering the response to the second question, in the 
irection of greater optimism. 

For the present, it must be stated that evidence on the 
uality and dimensions of cyclical improvement in 
usiness in 1961 is sparse. What evidence exists is cer- 
ainly inconclusive, and its interpretation presents 
omething of a logical dilemma. To wit: the recession of 
960-1961 was very mild; it therefore did not over- 
orrect previous excesses (and may not even have cor- 
ected them) and so the ensuing recovery will be mild 
and perhaps short lived). Or, to wit the other way: the 
960-1961 recession was mild; this mildness is evidence 
f a firm tide of growth beneath the cycle itself, and 
herefore in the recovery stage growth will combine with 
he cycle to produce extremely vigorous advance. 


wo Supportable Interpretations 


If one deals only with the general trend and only with 
ne period from the last peak, these two propositions are 
qually supportable interpretations of the evidence, and 
1ere is no way of discriminating between them. .The 
rgument is thus thrown back on more detailed study 
f a longer period. Why was the 1960-1961 recession so 
ld? Was the mildness a reflection of the mildness of 
1e preceding expansion; if so, do these offsetting “mild- 
esses’ close the case and leave the “mildness” argu- 
lent neutral with respect to the future? 

This question, in turn, invites a closer look at this 
irlier period: why was the 1958-1960 expansion so 
ld, and short lived? This question raises the issues 


AY, 1961 


of the central debate now engaging the attention of 
economists both in and out of government: is the present 
state of the economy a purely cyclical condition, or is it 
a combination of mild cyclical decline and a slowing of 
the nation’s economic growth? The implications of these 
two positions are, of course, quite different. If the first 
hypothesis is correct, the finger of policy points to 
temporary and quickly reversible stimulants such as 
have been traditionally employed during postwar reces- 
sions. One might even argue that the stimulants had 
better be even more quickly reversible than they were 
in the past, if renewed inflation is not to be experienced 
in 1962. 


The Secular Stagnation Involved 


On the other hand, if some degree of “secular stagna- 
tion” is involved in our present situation, then stimu- 
lants of a more permanent and structural type would 
seem to be indicated: basi¢ tax revision, or major 
federal spending programs of a stable rather than 
reversible type, or both. 

Unhappily for economists, the evidence available on 
so major a question is a long distance from being con- 
clusive. As a matter of fact, much of the evidence cuts 
both ways. The failure of the 1958-1960 expansion to 
reach satisfactory levels is perhaps explainable in terms 
of the intense use made of short-term restraints in that 
period: the rapid conversion of a federal deficit into a 
federal surplus' through restrictive fiscal policy, and 
high interest rates resulting from restrictive monetary 
policies. Proponents of the view that nothing is wrong in 
a secular way with the United States economy might 
argue that in the absence of excessive restraints the 
1958-1960 expansion would have been as great as, say, 
the 1954-1957 expansion; and, in turn, that if the 
cyclical expansion had been this good, no important 
degree of secular retardation would now appear in the 
annual data. 

There are many ways of studying the secular growth 
rate of the United States economy in the postwar years. 
The most direct is simply to compare the rate of change 
in real output in an earlier and a later phase of the 
postwar years. On this elementary basis, one can cer- 
tainly argue that growth has recently proceeded at a 
significantly slower rate than in the early postwar years. 
From 1948 to 1955, real national output rose at an 
annualrate of 4.4%; from 1955 to 1960, the rate was about 
2.3%. If output had continued to rise in the later period 
at the rate achieved in the earlier period, GNP in 1960, 
measured in 1960 prices, would have been about $558 
billion. This is fully 10% above actual 1960 output. 


1See The Business Record, April, 1961, pages 4-5 


This first approximation can be argued with on many 
counts. The earlier period witnessed a rapid recovery 
from a constricted condition of the private economy 
following the end of World War II, and included ab- 
normal stimuli associated with the Korean war. It also 
featured a high degree of inflation, which suggests the 
forced-draft character of the period. Similarly, the labor 
force was growing somewhat faster in the earlier period 
than in the later period. Finally, the earlier period 
terminates with the initial year of the climactic expansion 
of general business activity from late 1954 through the 
middle of 1957. Conversely, the second period begins 
with this same climactic year. The result is that the 
growth rate of the earlier period is tipped somewhat 
upward, and the growth rate of the later period some- 
what downward. 


A Slower Secular Growth Rate? 


The discrepancy between the two growth rates is 
nevertheless suggestive of a developing change in the 
United States economic climate. And it does not seem 
entirely reasonable to argue that if the 1959-1960 ex- 
pansion had been less encumbered by restrictive policies 
that it would have altered these comparisons of growth 
rates very substantially. For example, the forecasts for 
1960 made in late 1959 were drawn in the highly stimu- 
lated atmosphere which has regularly accompanied 
postwar steel strikes. Forecasters in late 1959 were 
much more preoccupied with the explosive possibilities 
of 1960 than they were with any reflections on secular 
stagnation. If, in the calculations of growth referred to 
above, actual 1960 experience were to be replaced by 
the highest 1960 forecast made in late 1959, the 1955— 
1960 growth rate would still be 2.9%, as compared with 
the! actual growth rate of 4.4% experienced from 1948 
to 1955. 

There is thus some suggestion in the figures that all 
of the problems in the later period did not come at the 
end, but that growth was slowing perceptibly through- 
out the last half of the Fifties. The recession year 1958 
yielded an annual level of output only about 2% higher 
than the level reached three years earlier; the recession 
year 1954 was associated with an annual level of output 
fully 6% higher than was reached three years earlier. 

Many of the participants in the debate on the growth 
rate choose to study unemployment statistics, rather 
than output statistics. In so doing, they must face up 
to many of the same analytical problems that beset the 
user of the output statistics. The selection of the periods 
for comparison is equally difficult, and the distortions 
that affected output in the earlier period likewise 
affected the unemployment figures. Use of unemploy- 
ment as a test of the adequacy of growth shifts the 
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grounds from a normative historical basis to a kind 
“potential” or “capacity” basis, since the determinin 
element becomes percentage utilization of the work 
force rather than maintenance of historical growth rate 
It thereby meets the problem of rate of growth in th 
labor force. On the other hand, it incurs a nasty an 
complex riddle in the form of the definition of unemploy- 
ment. The significance of unemployment statistics h 
also changed over time, as incentives to participate in 
the labor market have changed. | 
In any event, a large portion of the debate over th 
growth rate has tended to focus on the anemploni 
statistics. These statistics point to a gradually rising 
unemployment rate during the postwar years, with the 
unemployment floor reached during the expansions 
tending to rise in each ensuing business.cycle. : 
As with any continuing historical study, next year’s 
figures may well change the data and the conclusions 
involved in the debate on growth. A substantial expan: 
sion in output in the remainder of 1961 and 1962 would 
obviously vacate seme or all of the case for seculai 
stagnation, even if it were not to restore the historica 
growth rate to that experienced in the earlier postw. 
years. Conversely, a mild or faltering expansion over i 
next eighteen months would be associated with no i 
provement in the 1955-1960 growth rate, and no im 
provement in the unemployment statistics. It would 
therefore, add considerable weight to the thesis that @ 
certain amount of structural slack has developed in the 
United States economy.—A. T. S. ; 


CONSUMERS AND THEIR CREDII 


THE increasingly pervasive use of consumer credit it 
the postwar period gently mocks the old adages thai 
stigmatize borrowing. Credit purchases have become al 
integral part of our economy. Sixty out of every hundre¢ 
spending units today have some debt outstanding (ex 
cluding charge accounts, mortgages, and business debt 
as compared with about thirty- fue per one hundred 
decade ago. 

Since 1950, the amount of consumer instalmels 
credit extended each year has grown at an annual rat 
of 8.9% as compared with an annual growth rate 0 
5.5% for disposable personal income. Today some 159 
of the dollar value of total personal consumption expen 
ditures involves the extension of credit as against 119 
ten years ago. 


Where Is Instalment Credit Going? 


Can this rapid expansion in consumer credit be sus 
tained? Actually, the annual rate of growth for all thre 
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ate of Expansion Has Become More Subdued 
Past Five Years 


Billions of Dollars 
Credit outstanding is as of end of year 
Source: Federal Reserve 


*i947 48 (49 50 ‘SI ‘52 53 '54 ‘55 56 '57 58 '59 ‘60 
aeasures of instalment credit —extensions, repayments, 

nd amount outstanding—has already subsided in the 

vast five years. 

To a large extent the retardation in the growth rate of 

consumer debt reflects a slower growth in the purchases 

f consumer durables, which account for most of the 
onsumer credit contracted. It may also indicate that 
nstalment credit is more closely approaching its limit 
vith respect to income. After expanding from 7.5% of 
lisposable personal income in 1947 to 14.2% in 1955, 
xtensions of instalment credit have since hovered be- 
ween 12.8% and 14.5%. There has also been a flattening 
n the ratios both of repayments and of outstanding 
redit to disposable income during the past five years 
see chart). 


Annual Rates of Growth in Instalment Credit 


1950 to 1950 to 1955 to 
1960 1955 1960 
BIANSIONS. 0 vcs csi dane 8.9% 12.6% 5.2% 
epayments............. 9.8 12.7 6.9 
Jutstanding............. 11.4 14.5 8.4 


A reasonable interpretation of the recent relative 
tability in consumer credit as a proportion of disposable 
ncome may be that this ratio has finally reached a 
iormal sustainable level. The more rapid expansion in 
redit from the end of the war until 1955 evidently 
lerived most of its impetus from abnormal postwar 
ircumstances. The burst in demand for consumer dura- 
les in the immediate postwar years originated from a 
elatively high rate of household formation, and the 
ccumulation of unsatisfied demand from the war 
eriod. 

Abnormalities in credit demand also appeared in the 
rst half of the Fifties. There was scare buying in 1950 
n response to the Korean crisis; and a slowdown in the 
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rate of credit expansion in 1951 because of Regulation 
W!' which was rescinded early in May, 1952, sparking a 
new wave of credit expansion for the remainder of the 
year. A leveling off in debt formation in the 1953-1954 
recession was followed by a sharp acceleration in 1955, 
composed chiefly of the steep rise in automobile credit 
attending an exceptionally strong demand for passenger 
cars and a lengthening of instalment terms. 

The period from the end of the war to the mid-Fifties 
also witnessed a rapid addition of newcomers to the 
credit market. The proportion of the population holding 
some personal debt? rose from 33% of total spending 
units in 1949 to 55% in 1955, according to the Federal 
Reserve’s “Survey of Consumer Finances.” The per- 
centage of spending units with personal debt has since 
continued to expand but at a markedly slower pace, 
reaching 60% by 1959. The tapering in consumer credit 
growth in the past five years thus suggests a stabiliza- 
tion, after a period of abnormal and unsustainable 
growth. 


Factors To Watch 


But even if this is a valid hypothesis, the present 
relationship of debt to income can hardly be regarded as 
immutable and should not be expected to endure indefi- 
nitely. Changes in the size of downpayments and in the 
length of contract can significantly alter the shape of 


‘ Prescribed specific minimum downpayments and maximum ma- 
turity for credit extended 


2 Includes all short- and intermediate-term consumer debt other 
than charge accounts; excludes mortgage and business debt 


Ratios of Instalment Credit to Disposable Income 
Tapering 
Sources: Federal Reserve; Department of Commerce; The Conference Board 
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Instalment Credit Extensions 


Annual Rates of Growth % of Total 
1950— 1950— 1955— 1950 1960 
1960 1955 1960 
Automobile paper............. 7.7% 14.4% 1.3% 40% 36% 
Other consumer goods paper..... 74h | 8.3 6.0 33 28 
Repair and modernization. ...... 9.4 10.7 8.2 4 4 
Personalilodns;e's34; seek oare 12.4 15.3 9.6 23 a2 


credit demand. Smaller downpayments and longer ma- 
turities mean smaller monthly or quarterly instalments, 
which tend to encourage a larger volume of outstanding 
debt. Secondly, a surge in household formation such as 
is expected in the second half of the 1960’s would prob- 
ably strongly stimulate the demand for credit, since new 
households are heavy purchasers of consumer durables 
and among the principal users of credit. Thirdly, changes 
in the distribution of income may be an important 
future influence on debt creation. It is the middle and 
upper income groups that have accounted for the bulk of 
the credit presently outstanding. While a substantial 
portion of low-income families carry debt, the average 
amount tends to be relatively small. 


Where the Slowing Is Concentrated 


Although retardation in the growth of total debt is 
reflected in each of the four types of instalment credit, 
automobile paper has been the major contributor to this 


Net Changes in Instalment Credit Outstanding Tend To Lead Business Cycle Turns 


Millions of Dollars; Seasonally Adjusted 
Source: Federal Reserve 
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trend. The growth rates of the three other types oi 
instalment credit have also ebbed, but more mildly. 

Personal loans now comprise a larger share of total 
instalment credit extended than “‘other consumer goods 
paper,” and are running a close second to automobile 
paper. A small part of personal loans is used for the 
purchase of consumer goods, both durable and nondura- 
ble, but the bulk goes for vacations, education, medical. 
care, Income taxes, and consolidation of other debt. 


Instalment Credit and the Business Cycle 


Since personal debt is held by well over half of a 
spending units, and since over half of consumer durables 
purchases involve debt commitments, it might be ex- 
pected that trends in consumer credit would display 
some correspondence to over-all economic activity. And 
so they do: instalment credit activity is fairly sensitive 
to the business cycle. Total grants of instalment credit 
tend to decline or level off during recessions, and then 
bounce up sharply in the early recovery phase (see 
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chart). ; 

The pronounced cyclical swings of automobile paper, 
and to a lesser extent other consumer goods paper, have 
been mainly responsible for the fluctuations in tot 
extensions of credit. (Over 60% of new automobile 
and 55% of other consumer durables such as appliances 
and furniture are bought on credit.) Repair and modern 


ization loans generally respond moderately to cyclic 


PEAK TROUGH 


1952 1953 1954 1955 


1957 1958 1959 1960 1961 
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nfluences but are a comparatively small share of the 
otal amount of instalment credit. Personal loans have 
lemonstrated the strongest resistance to cyclical influ- 
nces. Since they carry a substantial relative weight in 
he total, they have partially counterbalanced the 
-yclical effects of the three other components. 

Repayments manifest only minor cyclical move- 
nents. In periods of uncertainty, new debt is formed 
nore slowly, but payments continue on debt previously 
neurred. However, since delinquencies tend to be more 
srevalent during recessions, the secular rise in repay- 
nents generally evidences some slight hesitation during 
USINess contractions. 

Monthly changes in the amount of credit outstanding 
the difference between extensions and repayments dur- 
ng the month) are strongly related to the business 
»ycle and show a tendency to precede turns in general 
sconomic activity. With the approach of a business 
Jownturn, the monthly increments start to shrink, and 
ulthough credit outstanding continues to rise its rate of 
2xpansion declines. At some point during the recession, 
outstanding credit ceases to rise, and for a brief period 
registers a decline. 

This has been the experience during the past three 
recessions, including that of 1960-1961 (see chart). 
Around the trough, or a few months before, extensions 
sradually begin to exceed repayments, and during the 
expansion phase of the cycle there is a rising tide of 
credit outstanding. 


Credit and the Lender 


Despite the substantial broadening in the use of 
consumer credit, the experience of the lenders (mainly 
financial institutions and retailers) has been unmistak- 
ably good. Defaults in the past fifteen years have been 
nominal. Even during the four postwar recessions there 
was no substantial rise in delinquencies. The number of 
loans at commercial banks which were delinquent 
thirty to eighty-nine days consistently accounted for 
less than 2% of total consumer loans outstanding at the 
end of each month from 1948 to date (the entire period 
for which these data have been reported by the Amer- 
ican Bankers Association). In 1960, monthly delin- 
quency rates averaged 1.4% of total loans outstand- 
img.—S. S. H. : 


STOCK MARKET PRICES AND 


EARNINGS 


ALTHOUGH the search for clear signs of a bottom to 
the recession is just now bearing fruit, the stock market 
apparently made up its collective mind on this score 
seven months ago. After declining irregularly from 
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Explaining Variations in Stock Prices, 1952-1960 


Coefficient of Determination! 


Industry Stock Prices vs. 


Industry Composite Corp. Industry 
Stock Profits? Profits? 
Price after Taxes after Taxes 
Primary iron and steel........... 0.93 0.79 0.52 
Motorvehichesie tac oxic ieckele ts = 2 0.91 0.81 0.31 
Fabricated metal products........ 0.51 0.73 0.62 
Petroleum refining............. i 0.43 0.23 0.24 
Paper and allied products......... 0.83 0.67 0.81 
Primary nonferrous metals........ 0.90 0.73 0.71. 


1 Adjusted for number of cases 


2 Percentage changes in industry stock prices were tested for their best leads over profits. 
A one-quarter lead turned out to be best for five industries; fabricated metal products was the. 
exception, with a price lead of two quarters over corporate profits and three quarters over 
its own profits resulting in the highest correlations 


Sources: Securities and Exchange Commission; Federal Trade Commission; The Conference 
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December, 1959, to October, 1960, aggregate prices (as 
measured by the Securities and Exchange Commission’s 
index of 300 common stocks) have since climbed to 
record levels. 

Thus, with mounting evidence of a business recovery, 
the reputation of the stock market as an anticipator of 
cyclical turns in general business activity (and therefore 
in profits) is again enhanced. 


Measuring Difficulties 


While the market has had some success in foreshadow- 
ing significant reversals of direction in earnings, it has 
always been difficult to establish a clear statistical 
relationship between short-run movements in these two 
series. At the aggregate level, diverse movements among 
industries tend to distort over-all relationships. At the 
industry level, the problem of adjusting profits series for 
seasonal variations considerably hampers any accurate 
measurement of an earnings-price association. An at- 
tempt has been made here to bring a limited focus on 
the subject for six important industries (iron and steel, 
motor vehicles, oil refining, paper and allied products, 
primary nonferrous metals, and fabricated metal prod- 
ucts). Annual percentage changes in stock prices and 
after-tax earnings for these industries were correlated 
from 1952 to 1960. This eliminated the need for seasonal 
adjustments, although comparisons of less than a year 
were sacrificed in the process. Two additional compari- 
sons were made: variations in industry stock prices were 
compared first with movements of total stock prices, 
and then with total corporate profits. 

Since the market is supposed to discount future 
changes in profits, quarterly leads were incorporated 
into the annual series on stock market prices for the cor- 
relations with industry and aggregate profits. For in- 
stance, a one-quarter lead in stock prices was obtained 
by averaging the fourth quarter of the previous year and 
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the first three quarters of the current year. The same 
technique was used for establishing a two- and a three- 
quarter lead. The best lead for each industry was chosen 
for comparative purposes. 


Limitations 

The inherent limitations of this method are quite 
evident. The use of annual averages of stock prices 
probably masks considerable variation during the year 
itself, and it is difficult to generalize from the relatively 
few years shown. Moreover, the insertion of leads in the 
annual data is an admittedly rough substitute for leads 
that would be obtained through the use of quarterly 
series. Finally, the variations in industry profits and 
prices were not strictly comparable because of differ- 
ences in the sample of corporations included in each 
series. 


Aims 

In substance, the experiment considers within a 
limited framework interrelationships of four sets of 
quantities: stock prices of the market as a whole; stock 
prices of a number of selected industries; corporate 
profits; and profits in the selected industries. The object 
is to discover which combinations are closely associated 
and whether there is a consistency in the pattern of 
association. 

If, for example, industry prices and profits show the 
closest association, the conclusion might follow that the 
market is, after all, an excellent profits forecaster, and 
that movements in prices may be predicated on the 
outlook for earnings. (If the association between profits 
and prices is strong but not dominant, this result would 
certainly not foreclose the market’s ability to forecast 
earnings.) 

Ji, however, the association proves to be clearly 
strongest among price movements, the conclusion might 
be that over-all market fluctuations exert powerful 
influences upon stock prices of individual industries. 

Of course, only substantial differences or clear similar- 
ities in the pattern of these associations would be worthy 
of consideration. And although the results should be 
considered only suggestive, they may still be useful in 
shedding some light on what it is that the market has 
been forecasting successfully. 


The Results 


Among the six industries considered, four (iron and 
steel, motor vehicles, primary nonferrous metals, and 
paper and allied products) showed year-to-year per- 
centage variations in stock prices closely approximating 
those of the whole market. Similarly, good (but not 
quite so good) correlations were found between stock 
prices of these industries and total corporate profits. 
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Correlations of industries’ stock prices with the indus 
tries’ own movements in profits yielded more mixe 
results. In paper, nonferrous metals, and fabricate 
metal products, the relationships were best (see table). 
However, with the exception of fabricated metal prod 
ucts, changes in stock prices were more closely asso 
ciated with changes in the total stock market than wit 
their own profits. Particularly wide gaps in this respect 
emerge for iron and steel, and motor vehicles. 

A closer look at the association between earnings and 
stock prices for each industry reveals that poor relation 
ships were not widely distributed from 1952 to 1960 bu 
tended to be concentrated in a few years. This wa 
usually enough to pull down the average relationship 
considering the small number of years used in the corre- 
lation analysis. For instance, divergent movements in 
profits and prices took place in the 1952-1953 an 
1953-1954 periods for most industries. This may have 
partially reflected the distorting influence of the Korean 
war on both periods and the ensuing repeal of the 
excess-profits tax, which cushioned the decline in earn- 
ings and helped to strengthen the market as a whole. 

Instances of irregularity naturally varied with each 
industry. In petroleum refining, a continuing reappraisal 
of the industry’s growth prospects resulted in declining 
share prices in 1960, despite a gain in its earnings. 
In the automobile industry, stock prices eased in the 
face of rising earnings from 1956 to 1957—a situation 
that may have reflected disillusionment over the failure 
of profits to sustain their 1955 levels. The steel strikes in 
1952, 1956, and 1959 undoubtedly affected the results 
realized by the industry. 


Some Conclusions 


The rather consistently close approximation that 
stock prices of some individual industries bore to the 
general market testifies to the importance of factors out- 
side of earnings. The substantial growth of stockholders 
(both individual and institutional), shifting attitudes 
toward inflation, the impact of government policies, and 
the growth prospects of different industries and indi- 
vidual companies are some obvious examples. On the 
other hand, while the relationship between an industry’s 
stock prices and earnings displayed more variability, the 
deviations tended to be brief and offsetting. It is inter- 
esting to note that in none of the six industries was the 
direction of change in earnings contrary to that of its 
own stock price index for more than one year. 

The tendency of industry stock prices to be influenced) 
by the whole market has apparently continued into this 
year. Stock prices of all six industries have risen with 
the stock market since late 1960. The 11% increase in 
composite prices from the fourth quarter of 1960 to the 
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rst quarter of 1961 was closely approximated by five 
dustries; shares of automobile producers were the 
‘ception, averaging only a 5% increase in this period. 
lespite this advance, share prices of oil refiners, iron 
ad steel, nonferrous metals, and motor vehicle com- 
anies were still well below their previous peaks. In 
mtrast, prices of fabricated metal products and of 
aper concerns were at record levels.—J. R. 


UNEMPLOYMENT: 
STRUCTURAL VS. CYCLICAL 


HE problem of structural unemployment has pro- 
oked wide debate in government circles in recent 
ionths. At the center of the debate have been such 
uestions as: How much structural unemployment cur- 
ntly exists? What are its causes? Has it been increas- 
ig? Will it disappear with recovery? Who are the struc- 
rally unemployed? 

Structural unemployment has been variously termed 
ard core, chronic, and institutional. It can be defined as 
mg-term joblessness among workers who are not em- 
loyed by reason of their age, skill, location, occupation, 
jlor, or other special characteristic. Its causes are 
any —technological innovation, changing patterns of 
ynsumer demand, rapidly rising productivity, differen- 
al industry growth rates, and geographic shifts in 
dustry. Or, among workers, the reasons might be lack 
f opportunity or education, discrimination, geographic 
amobility, or an unfavorable shift in the age mix of 
1e labor force. 

Other types of unemployment are cyclical and fric- 
onal, both of which are, by definition, of shorter dura- 
on than structural. Cyclical unemployment occurs dur- 
ig recessions and is caused by a temporary drop in 
ygregate demand. Frictional unemployment results 
ainly from short-term delays in moving from job to 
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pinions Divided 


Structural unemployment is not new, either as a fact 


r a concept. To some extent it has always been with us; 
is in some degree evidence of a dynamic, growing 
sonomy. Perhaps more important than its presence is 
s magnitude. And it has been on this question that 
scent opinion has been most divided. 

In March, William McChesney Martin, Jr., chairman 
f the Federal Reserve Board, stated before the House- 
enate Joint Economic Committee: “While the unem- 
loyment that arises from cyclical causes should prove 
nly temporary, there are, however, forces at work that 
ave produced another, structural type of unemploy- 


\AY, 1961 


ment that is worse, in that it already has proved to be 
indefinitely persistent. . . . The problem of structural 
unemployment is manifest in the higher total of those 
left unemployed after each wave of the three most 
recent business cycles. . . .” 

A sharply different view was submitted to the same 
committee by Walter W. Heller, chairman of the Presi- 
dent’s Council of Economic Advisers: “. . . there is no 
evidence that hard-core unemployment has been grow- 
ing as a per cent of the labor force. . . . There is little - 
evidence that current unemployment is unusually con- 
centrated in particular compartments of the labor force, 
whether by age, sex, color, marital status, or education. 
Nor can the current level of unemployment be attrib- 
uted to certain industrial or occupational groups. .. . 
The evidence is that our high over-all rate of unemploy- 
ment comes from higher unemployment rates, group by 
group, category by category, throughout the labor 
force. . . . [The] real cause of weakness in 1961’s labor 
market . . . is inadequate demand.” 

-The Heller-CEA report estimates that between mid- 
1953 and mid-1960 “only between 12% and 22% of the 
2-million increase in unemployment is structural.” For 
the period 1957-1960 the CEA estimated that about 
20% of the increase in unemployment was structural. 

A 1959 study made by the Bureau of Labor Statistics, 
using similar methods, concluded that “‘in 1956, about 
8% to 10% of the unemployed could be considered job- 
less as a result of structural changes over the postwar | 
period.” | 

If these two studies are pieced together, it would 
seem that the problem of structural unemployment has 
been growing cumulatively worse. In the final analysis, 
however, what structural unemployment is, how it is to 
be measured, and how much of it is considered tolerable 
are matters of interpretation. In any event, a fresh look 
into the statistics seems to be in order. 


The Question of Demand 


One method of trying to distinguish structural from 
cyclical unemployment, statistically, is simply to com- 
pare the relative change over time in unemployment 
rates among the various employment categories. As has 
already been noted, for most categories of the unem- 
ployed during the postwar period, jobless rates have 
been rising to successively higher levels. But this does 
not necessarily signify increasing structural unemploy- 
ment.! However, different rates of increase among the 
various groups of unemployed are suggestive of struc- 


1 As the CEA report has suggested, the cause could well be cyclical 
—that is, a deficiency in over-all demand for output (and hence 
for employment), leading to one or more incomplete business 
recoveries 


Change in Unemployment Rates in 
Selected Cycle Periods, by Age and Sex! 


Peak Periods Trough Periods 


May '53 May '57 Feb. '54 Feb, '58 
to to to to 
May '57 May '60 Feb. '58 Feb, '61 


Totalimalessc..atsses 1s .0 seconion 0 (0) 0 0 
Males) 14-19 82.0 ees ae: 0 (0) 0 0 
2O—2 4 oie. ee harry + o— 0 _ 

V boa’ 2 Ie Rc C08 =) 0+ + (0) 

AS—-6 455. ee ene 0 (0) (0) 0 

65 and over....... + o— (0) 4. 
Tofal’temales.::..:.<).0 20 oer 0 o— 0 0 
Females 14-19........... + o— - + 
20-24 Fea tive dolhows 0 am = a 

25-44 oes — = 0 0 

45-645... cee en 0 0 o-— (0) 

65 and over....... + = + = 


1 A plus sign indicates a period-to-period percentage increase in the rate of unemployment 
that is comparatively large relative to the average increase for all workers; a zero indicates 
a period-to-period change about equal to the average; a minus sign indicates a less-than- 
average change or a decline. Two signs together indicate a borderline case 


Sources: Department of Labor; The Conference Board 


tural change. If particular groups of workers have, from 
cycle to cycle, experienced relatively more unemploy- 
ment than other groups of workers or more than the 
average for all workers, then the differential may be 
taken as an indication of rising structural unemploy- 
ment. But if the long-term rise in unemployment has 
occurred fairly uniformly throughout most labor force 
categories, then the implication is that a greater aggre- 
gate demand —a stronger cyclical upswing— would have 
lowered unemployment fairly evenly across the board, 
with only minor structural disturbances. 


No Clear Cleavage 


When unemployment rates are examined in this way, 
both peak-to-peak and trough-to-trough business cycle 
comparisons are possible. It should be stressed, how- 
ever, that structural and cyclical unemployment are 
interrelated and interacting, and thus are difficult to 
measure separately with any confidence. For example, 
when does a person who has lost his job during a reces- 
sion, and who cannot find another job during the 
ensuing recovery, stop being cyclically unemployed and 
become structurally unemployed? Both conceptually 
and statistically, the distinction is elusive. Other limita- 
tions to analysis should also be mentioned, such as 
partial noncomparability of unemployment data, and 
their large sampling variability; differing cyclical timing 
patterns among the various unemployment categories, 
and the lack of detailed seasonally adjusted unemploy- 
ment data. (Most seasonal distortion can be eliminated, 
however, by comparing unemployment rates for the 
same months, whenever possible, over the business 
cycle.) All in all, only general structural trends can be 
indicated. No attempt is made here to reach a specific 
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percentage finding for structural joblessness in recen’ 
years. 

The year 1953 is a good beginning point for analysis 
structural unemployment, since aggregate unemploy 
ment was below 3% in that year, and structural jobless- 
ness can be assumed to have been minimal. Thus 
observed changes in particular categories of unemploy- 
ment beyond 1953 can be taken to approximate absolute 
levels. | 
Age and Sex | 

A comparison of the unemployment rates of males 
and females by age group in the three high employment 
periods of May, 1953, 1957, and 1960, indicates only 
minor peak-to-peak structural changes in joblessness 
Perhaps the most noticeable structural adjustment a 
curred among older women sixty-five and over—a 
group, however, which constitutes only a small fraction 
of the labor force. From May, 1953, to May, 1957, the 
jobless rate for this group increased fivefold, compared 
with a doubling in the rate for all age-sex categories, 
which suggests a significant rise in structural unemploy- 
ment. 

But from May, 1957, to May, 1960, the jobless 
trend for this group reversed sharply. This decline was 
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“‘Structural’’ vs. ‘‘Cyclical’’ 


The procedure followed here to identify 
“structural” unemployment is a variant of methods 
used by the Bureau of labor Statistics and the 
Council of Economic Advisers. In this procedure, an 
increase in unemployment in a particular component 
of the labor force (such as a particular age-sex 
group) is treated as ‘structural’ to the extent that 
the rate of increase exceeds the general rate of in- 
crease in all unemployment. ‘Structural’ unemploy- 
ment is thus here defined as a more-than-average in- 
crease in unemployment in a component of the labor 
force, the assumption being that an increase in unem- 
ployment at the average rate may reflect general de- 
mand conditions rather than structural problems. 

The advantage of the method lies in the ease with 
which it can be applied to readily available pub- 
lished data on unemployment. On the other hand, 
the method can discriminate only very broadly be- 
tween structural and cyclical unemployment. The 
results should be treated simply as first approxima- 
tions—or general guides to areas of the labor force 
where structural unemployment may be a consider- 
able element in the total. 
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Change in Unemployment Rates in Selected 
Cycle Periods, by Color and Sex 


Trough Periods 


Peak Periods 


May '53 May '57 Feb, '54 Feb, '58 
to to to to 
May '57 May '60 Feb. '58 Feb. '61 


ie, WILE MaRS ne ake os 0 0 (0) 0 

» White mole............ (0) 0 (0) (0) 

E White female........... o+ _ o-— 0 

ptal nonwhite............ (0) 0 ap o— 
_Nonwhite male.......... Oo— 0 aF = 
Nonwhite female........ 0 (0) + o-— 


‘See footnote in age-sex table for key to signs 

Sources: Department of Labor; The Conference Board 

‘ot, however, sharp enough to lower the longer-term 
rend into line with the average.! 

_ Other age groups whose jobless rates increased some- 
vhat more than average from May, 1953, to May, 1957, 
yere young men in their early twenties, men of sixty- 
ve and over, teen-age females 14-19, and women 25-44. 
“he trend for teen-age females indicates that most of 
heir structural unemployment occurred during the 
955-1957 recovery period. Thereafter, their jobless 
ate, while high, held fairly stable in the face of rising 
otal unemployment. 

From May, 1957, to May, 1960, a slight rise in 
tructural joblessness is also indicated for men of prime 
vorking age 25-44 and females in their early twenties. 
Jnemployment in most other age-sex categories rose at 
out the average rate. For females 25-44, there was 
, moderate structural improvement relative to other 
ge-sex categories.” 

A similar age-sex comparison for three recession 


1 Because of under-enumeration the rise may have been more severe 
han the figures suggest. For example, the indicated 1957-1960 im- 
rovement in structural unemployment among older women may 
eflect sizable dropouts of older jobseekers from the labor force. It is 
ifficult to know just how much disguised unemployment of this kind 
aay exist at any time, or for any given group of workers. But it is 
robably safe to assume that for the majority of the labor force the 
umber of such workers has not been great enough to affect general 
rends seriously 


2 The method employed here, which is essentially the same as the 
1ethods used by Heller and the BLS, identifies an improvement (i.e., 
reduction) in structural unemployment wherever unemployment 
ates have risen less than the national average. The method thus 
1easures structural change in unemployment. One of the vagaries of 
he method is that it will conceivably measure a substantial rise in 
tructural unemployment even if there has been no rise in total 
nemployment, as long as the mix of total activity is changing 
apidly. In the context of the current national concern with aggregate 
nemployment, it is, of course, those changes that have yielded 
ncreases in unemployment that have invited attention rather than 
hose changes that have yielded reductions in unemployment 


§ The cyclical clouding of long-term structural change is perhaps 
reater in trough-to-trough comparisons than in peak-to-peak com- 
arisons 
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periods February, 1954, 1958, and 1961, reveals a 
slightly different picture. The jobless rate for nearly 
every age-sex group rose successively higher from trough- 
to-trough, though by less than from peak-to-peak 
periods. The rates declined markedly only for young 
men 20-24 and women over sixty-four in the later 
period. Thus there was a relative structural improve- 
ment for these two groups. For teen-age and young 
adult females structural unemployment increased some- 
what above average in this same period after having. 
improved about the same degree in the earlier period. 
The jobless rate of males of prime working age rose 
somewhat faster than the total during the early period, 
but showed no significant change in the final trough 
period relative to all workers. 


Color and Sex 


Trends in unemployment rates by color and sex dur- 
ing successive peak and trough periods indicate only 
slight evidence of growing structural joblessness. The 
jobless rates of nonwhite males and females were at all 
times consistently higher than the jobless rates of white 
males and females; yet the rate of increase in unemploy- 
ment among nonwhites was somewhat less than among 
white workers during the earlier peak-to-peak period, and 
virtually the same in the final period from May, 1957, 
to May, 1960. 

During recession periods, however, the picture is 
somewhat different. A comparison of unemployment 
rates in February, 1954, and February, 1958, reveals 
that unemployment among nonwhite males and fe- 
males rose more rapidly than among white workers. Yet 
from February, 1958, to February, 1961, the jobless rate 
of nonwhite workers showed no rise, and for nonwhite 
females it actually declined. White workers, during the 
same period, experienced rising unemployment. How- 
ever, the relative improvement for nonwhites was not 
so great as the deterioration in the earlier period; for the 
entire period February, 1954, to February, 1961, a rela- 
tive net increase is indicated. 

Analysis of unemployment rates by individual indus- 
tries during three cyclical peak periods reveals less 
structural change than might have been expected. In the 
past eight years, the greatest increase in structural job- 
lessness took place in agriculture. Unemployment rates 
in this sector rose fairly steadily through most phases of 
the business cycle, multiplying tenfold since 1953. In 
both durables and nondurables manufacturing, peak-to- 
peak comparisons also indicate a rise in structural job- 
lessness from 1953 to 1957, a trend that may reflect the 
shift in demand from goods industries to services. 

The jobless rate in service industries increased by 
slightly less than average during this period. From May, 
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Change in Unemployment Rates in Selected 
Cycle Periods, by Industry 


Peak Periods Trough Periods 


1953 May '57 1954 Feb. '58 
to to to to 
May '57. May '60 Feb.'58 Feb. '61 


Agriculture cistcia2)--tecuvicus acne ae + o+ +* + 
Mining, forestry, fisheries..........-.. aa 0 = + 
Construction.g) oo 2 sit te ea pee o— 0 + 0 
Manufactiring:. cent iin clo otelte tee + 0 0 0 
Durable goods 3). 2.4. 2 sy tistaiore = + 0 0 0 
Nondurable goods............... + = 0 (0) 
Transportation and public utilities... ... (0) 0 o— (¢) 
Wholesale and retail trade........... 0 (0) 0 0 
Service industries.; c, accas cscs eee o— —_ = o+ 
Public administration. . ... ......0.0.. 0 o+ + _ 


4 1954 to First Quarter 1958. See footnote in age-sex table for key to signs 
Sources: Department of Labor; The Conference Board 


1957, to May, 1960, unemployment in services con- 
tinued to rise less than average. Interestingly enough 
the increase in unemployment in manufacturing slowed 
to about half the average rate for all industries. 

During trough-to-trough periods, there is also little 
evidence of a rise in structural joblessness in manufac- 
turing industries. Trade behaved much the same as the 
average during both peak-to-peak and trough-to-trough 
periods. Growing structural joblessness in mining, for- 
estry and fisheries is in evidence only in the later period. 
During peak periods, the jobless rate in these indus- 
tries seems to have risen by slightly less than the 
average for all industries. 

The change in joblessness in construction was much 
like the average during peak-to-peak periods but was 
greater than the average from 1954 to early 1958. 

In public administration, there was no evidence of 
higher structural joblessness in the earlier peak-to-peak 
period; however, some structural dislocation was indi- 
eated for the later period. For trough months, the job- 
less rate for government employees rose noticeably 
faster than average from 1954 to early 1958, while dur- 
ing the subsequent period (February, 1958, to February, 
1961), it declined sharply when joblessness in all other 
industries was rising. 


Occupation 


For the earlier intervals, during both troughs and 
peaks, the heaviest impact of structural unemployment 
fell on agricultural workers and managers, and on indus- 
trial workers. In the later periods, apart from farm 
laborers, who continued to be among those most severely 
affected by structural shifts, the new groups experienc- 
ing structural displacement can be found entirely in 
white-collar classifications, ranging from professional 
and technical employees to clerical and sales personnel. 

Moreover, during the period from April, 1957, to 
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Change in Unemployment Rates in Selected 
Cycle Periods, by Occupation 


Peak Periods Trough Periods 


Apr. '53. Apr. '57 Jan. '54 | Qtr. "5 
to to to to 
Apr. '57 Apr. 60 1 Qtr.'58 Jan. "67 


Professional, technical, kindred........ = + = 
Farmers, farm managers............. - = = 
Managers, officials, proprietors, except 

fori. Sil st Ae: oa ee See ee = (0) 0 
Clerical, kindred 6.4.4.6 5.0 cee o— o+ (0) 
Sales' workérs'scshc. so a ok hie acheter = o+ o-— 
Craftsmen, foremen, kindred......... 0 0 0 
Operatives, kindred................ + 0 0 
Private household workers........... 0— 0 = 
Service workers, excl. private household — 0 o+ 
Farm laborers and foremen.......... 0 4 0 
Laborers, excl. farm and mine......... o+ 0 0 


See footnote in age-sex table for key to signs 
Sources: Department of Labor; The Conference Board 


April, 1960, the jobless rate of professionals and tech 
nicians nearly doubled, while for the same period for all 
workers it rose only one and a third times. Surprisingly 
this was the greatest relative structural rise of any occu 
pational group during this period. The professiona 
group evidently never fully recovered from the 195 
recession. Over the long term, nonprofessional man 
agers, officials, and proprietors experienced the smalles 
relative jobless rise of all occupations. 

The number of long-term unemployed —that is, work 
ers jobless for fifteen weeks or more—has been increas: 
ing in recent years. However, according to the Heller 
CEA report the rise in long-term unemployment ma; 
mean that jobs were more scarce for everyone—not tha 
a special class of people called “long-term unemployed 
is increasing in number. 

The report further notes that the jobless rates ¢ 
workers in major areas of substantial and persister 
labor surplus (that is, in chronically distressed laba 
markets) have “shown no tendency to increase ove 
time.” 

The preceding analysis has pointed up some areas 0 
structural unemployment in recent years. It is difficul 
to tell just how persistent this problem will prove to bi 
in the months immediately ahead. Whether the Helle 
or Martin judgment will prevail will become clearer 
the economy moves further into recovery.—A. T. 


MORTGAGES: FORTY YEARS AND UF 


RECENT proposals to offer mortgages running as high 
as forty years have revived interest in the economics 0 
this type of financing. The chart on the following page 
maps the annual costs for a $10,000 home for varyin 
interest rates and life of mortgage. 2 
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The curved lines are lines of constant cost; they show, 
: example, that with costs at $1,050 per annum, 
ortgage terms might be 414% and 26.8 years, 5% and 
rty years, 544% and thirty-five years, or 6% and 
rty-four years. Costs, as estimated, include an annual 
owance of 4% of the value of the home—or $400— 
> payment of insurance, taxes, fuel and ordinary main- 
aance. Subtracting $400 from the value of each of the 
es leaves the amount paid annually for interest and 
ortization. 


me Rate and Thirty Years 


t will be noted that the curves become increasingly 
p at higher interest rates. The higher the interest 
e, the more the life of the mortgage must be extended 
reduce carrying costs by a stated amount. Extending 
e mortgage term from twenty to thirty years at the 
e rate of interest results in a greater saving than a 
her extension from thirty to forty years. At 514%, 
- example, expanding the term of the mortgage from 
enty to thirty years would reduce annual payments 
m $1,237 to $1,088—or about $150. Further exten- 
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MORTGAGE 
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$1,075 


$1,100 


$1,150 


$1,200 


$1,250 
Source: The Conference Board 


sion to forty years would reduce annual payments by 
only another $65 to $1,023. 

One of the aims of the proposed lengthening of 
mortgages is to induce renters to become homeowners. 
Spreading mortgages over forty years in place of the 
longest previous thirty-year terms could have an en- 
couraging impact on demand. For example, a family 
with earnings of $6,000 and spending 20% of its income 
on rent could, if interest rates were 6% and the maxi- 
mum mortgage term twenty years, purchase a home 
valued maximally at $9,400 without incurring an addi- 
tional burden on income. 

With a thirty-year mortgage, this family could afford 
a $10,700 home; with a mortgage running to forty 
years, it could handle a home worth $11,300. At a 5% 
interest rate and a forty-year mortgage, the maximum 
home price could be further raised to $12,200. 

Obviously, interest rates and the term of mortgage 
contracts interact in their influence on the cost of the 
mortgage; and the effects achieved by lengthening the 
term might be absorbed in whole or in part by any 
accompanying rise in the applicable interest rate. —L. S. 
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Net Changes in Business Inventories, 1948-1961 


Trade and manufacturing calculated and nonfarm actual changes 
Sources: Department of Commerce; The Conference Board 
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Inventories in the 1960-1961 Recession 


Lice THE three earlier postwar dips, the 1960-1961 
decline in economic activity was an “inventory reces- 
sion,” in the sense that the drop in inventory forma- 
tion agcounted for the bulk of the decline in total na- 
tional output. Assuming that the trough of the present 
recession occurred in the first quarter of 1961, the drop 
in nonfarm inventory investment from cyclical peak to 
trough actually exceeded the drop in gross national 
product. By comparison, nonfarm inventories accounted 
for 63% of the total decline in the 1957-1958 recession, 
100% in 1953-1954, and 84% in 1948-1949. 


The Decline Continues 


On a quarterly basis, the net accumulation of non- 
farm inventories came to an end in the third quarter of 
1960. A decline began in the fourth quarter that has 
continued into 1961. 

Trade and manufacturing inventory book values 
(which, unlike estimates of net change, are unadjusted 
for valuation) began to decline in the third quarter of 
last year. They rose sharply, by $4.1 billion between 
December, 1959, and June, 1960, and by the end of 
February had declined by $1.9 billion. 

Patterns both of inventory build-up and of liquidation 
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varied significantly by economic sectors and by stages 
of processing. In durable goods lines, manufacturers’ 
inventories reached their peak in June, 1960, while the 
peak in wholesales stocks occurred in August, and the 
high in retailers’ inventories was maintained through 
December. 

For nondurable goods, by contrast, retailers’ stocks 
reached the cyclical peak in September, 1960; no de- 
cline has been reported as yet for manufacturing and 
wholesale trade inventories. The latest data now avail- 
able are for February. 

The total value of inventories held in manufacturing 
rose $2.7 billion between the beginning of 1960 and the 
end of June, then declined $1.5 billion by the end of 
February. The downturn in materials inventories which 
began in June, 1960, came first. Materials stocks had 
risen by §.7 billion in the first five months of 1960 and 
then started a dramatic decline of $1.2 billion over the 
following nine months. This precipitous drop in pur- 
chased materials inventories is undoubtedly owing in 
large measure to the unusually heavy liquidation of 
steel inventories held by the steel users. Manufacturers’ 
goods in process reached the cyclical peak in June last 
year, one month later than materials, while the build-up 
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in finished goods continued much longer, with the high 
reached in November. 


Underlying Conditions 

Although a host of influences impinges on the behavior 
of inventories, certain relationships appear to have been 
of major importance. During the postwar period, the 
short-term movements in inventories tended to respond, 
with a lag, to interrelationships between inventories, 
sales, new orders, and backlogs. Specifically, the rate of 
change in business inventories over short-run periods 
was found to be correlated with the ratios of inventories 
to sales, of new orders to sales, and of unfilled orders to 
sales, as of an earlier date.! Such correlations seem to 
possess a clear economic rationale. The inventory-sales 
ratio indicates the extent of surplus or deficiency of in- 
ventories relative to the current volume of business and 
may be taken as a measure of incentives to liquidate or 
to increase inventory holdings. Broadly speaking, the 
ratio of new orders to sales indicates the rate at which 
the volume of prospective business expands or contracts; 
aside from representing a commitment for the work to 
be done, it plays an important part in formation of ex- 
pectations which, in turn, influence inventory policy. 
The ratio of unfilled orders to sales represents the 
amount-of work contracted for relative to the current 
rate of demand and exerts an independent effect on in- 
ventory formation. : 

Two formulas, which were developed at THr Con- 
FERENCE Boarp incorporating these relationships, may 
provide a gauge for the prospective inventory move- 
ments over three-month and six-month periods. (For 
the exact form of these equations and their application 
see box on page 16.) The formulas are based on the 
period 1948-1959. In the past, the formulas have given 
a rather good indication of the short-term movements 
of inventories. The chart on page 14 shows three-month 
changes in trade and manufacturing inventories, net of 
valuation adjustment, as calculated by Tor Conrer- 
ENCE Boarp formula and plotted against the actual net 
changes in nonfarm inventories. Changes in nonfarm in- 
ventories form a component of the GNP account and 
cover, in addition to trade and manufacturing stocks 
(which account for the great bulk of the total), inven- 
tories held by other nonfarm businesses. In the chart, 
the calculated changes were converted from percentages 
into dollars and expressed as annual rates. Beginning 
with 1960, the calculated changes are shown monthly; 
the nonfarm changes are available only quarterly. 

In 1960, the formula gave a good indication of the 
over-all trend in the rate of inventory formation, al- 
though the amplitude of the actual movement was con- 
siderably greater than the amplitude indicated by the 


1See Tue ConrereNce Boarp, “Measures of Inventory Condi- 
tions,” Technical Paper Number Eight. The analysis in that paper was 
concerned with trade and manufacturing sectors as a whole. In com- 
puting the ratios involving new and unfilled orders for that aggregate, 
it was assumed that in the trade sector new orders equal sales and un- 
filled orders equal zero. This definition is adhered to throughout the 
present article 
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formula. This discrepancy is apparently owing to the 
circumstance that the actual rate of inventory accumu- 
lation in the first quarter of 1960 was unusually high as 
stocks were replenished after the steel strike and the 
rate of liquidation at year end was more nearly in line 
with underlying business cycle trends. 

The ratio of inventories to sales, which is one in- 
gredient in an appraisal of inventory trends, rose 
throughout 1960 and in January, thus exercising a de- 
pressing effect on inventory change. The ratio of new 
orders to sales, on the other hand, did not drop as in 
earlier recessions, but even rose, moderately, in the 
course of the past twelve months, thus countervailing 
the effect of the rising inventory-sales ratio. The 
strength of new orders relative to sales in the present 
recession 1s perhaps the most important single factor 
behind the comparatively mild extent of inventory 
liquidation. The ratio of unfilled orders to sales de- 
clined but slightly in the present recession; this modest 
drop probably did not materially affect the course of 
inventory movements. 

In February, sales, new orders, and unfilled orders all 
rose, while business inventories fell—a type of change 
that tends to favor an increase in the rate of inventory 
accumulation (or a drop in the rate of liquidation). 
Based on preliminary data for February, the three- 
month formula indicates net change in trade and manu- 
facturing inventories at an annual rate of $.4 billion 
over the March—May period as compared with a cal- 
culated rate of —$1.2 billion one month earlier. Simi- 
larly, the February data when fed into the six-month 
formula indicate inventory accumulation at an annual 
rate of $1.4 billion from March through August, in con- 
trast to a projected liquidation rate of —$.6 billion for 
the six months February—July when based on January 
data. 

It should be pointed out that the calculated rates 
obtained by the formula are only estimates based on 
past experience and are subject to a margin of error. In 
the present situation, the standard errors calculated for 
the formulas are: $3.2 billion annual rate for the three- 
month formula and $2.1 billion annual rate for the six- 
month equation!. 


Comparisons with Earlier Recessions 


The total percentage decline in business inventories 
so far has been much smaller than in comparable periods 
of the previous cycles, and the underlying conditions as 
reflected in the operating ratios do not suggest exist- 
ence of a serious imbalance in inventories for the 
economy as a whole. 


1 The difference between the calculated and the actual values may 
be expected not to exceed one standard error in two out of three in- 
stances. Thus, for example, one may expect, with the probability of 
24, that the net change in trade and manufacturing inventories over 
the three-month period March—May, 1961, will be in the range of an 
annual rate of —$2.8 billion to $3.6 billion, and over the six-month 
period March—August, 1961, of —$.7 billion to $3.5 billion. This inter- 
pretation assumes implicitly that the underlying conditions of the 
period from which the formulas were derived continue to prevail 
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Estimating Equations for Inventories 


The two formulas, which were derived at The Confer- 
ence Board to estimate inventory change for trade and 
manufacturing, appear as follows: 


Yi — 14.59 — 11.26X; + 30.75X2 + 1.88X3 
Y2 — 17.64 — 25.26X1 + 55.31X2 + 2.88X3 


Where Y; and Y2 are the percentage changes in in- 
ventories (excluding the valuation adjustment) over 
three-month and six-month periods respectively, X; is 
the inventory-sales ratio at the beginning of the period, 
X2 the average ratio of new orders to sales in the three 
months immediately preceding the period and X3 the 
ratio of unfilled orders to sales at the beginning of the 
period. 


Data Required 


In order to apply either of the two formulas to any 
given three-month or six-month period it is necessary 
to have the following data for the latest month preced- 
ing the period: trade and manufacturing inventories and 
sales, retail and wholesale sales, manufacturers’ new 
orders, manufacturers’ unfilled orders. 

As the Xz is an average for three months, the trade 
and manufacturing sales, retail. and wholesale sales, 
and manufacturers’ new orders for the two earlier 
months are also required. 

All data except manufacturers’ unfilled orders are 
seasonally adjusted. 

To illustrate: in applying the six-month formula (Y2) 
to the period January—June 1961, the following data 
qre used (in billions of dollars): 


(1) Trade and manufacturing inven- 
tories, (end of the month) 

(2) Trade and manufacturing sales... . 

(3) Retail and wholesale sales 

(4) Manufacturers’ new orders 

(5) Manufacturers’ unfilled orders, 
(end of the month) 


The inventory-sales ratio is obtained by dividing 
line (1) by line (2); thus 


The performance of ratios of inventories, new orders, 
and unfilled orders to sales in the four postwar recessions 
is summarized in the chart on page 2. In 1960-1961, the 
inventory-sales ratio rose, as it did in the three earlier 
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Xi = 1.56 


The ratio of new orders to sales for trade and manu- 
facturing as a whole is defined as the sum of manufac- 
turers’ new orders and retail and wholesale sales 
divided by trade and manufacturing sales. (See first 
footnote on page 15.) The ratio here —sum of lines (3) 
and (4), divided by line (2) —is .99 for each of the three 
months, and the three-month average, 


The ratio of unfilled orders to sales is obtained by 
dividing line (5) by line (2): 


Calculated Inventory Change 


Substituting the variables in the formula gives: 


Yo = — 17.64 — 25.26 (1.56) + 55.31 (.99) + 2.88 (.76) 
= — .10% 


The formula indicates a decrease of .1% in trade and 
manufacturing inventories between the end of Decem- 
ber, 1960, and the end of June, 1961. With December 
inventories at $92.4 billion, the calculated decrease 
amounts to $.1 billion. This estimate is net of inventory 
valuation adjustment. (Only if the valuation adjustment 
is assumed to be zero does the estimate imply an inven- 
tory level of $92.3 billion at the end of June, 1961. 
Otherwise, it is necessary to add the estimate of inven- 
tory valuation adjustment in order to allow for changes 
in prices during the period.) 


The formulas are based on the experience of the period 
1948-1959. They were estimated by means of multiple 
regression analysis. The (unbiased) standard errors of 
estimate were .87 percentage points for the three-month 
formula and 1.12 percentage points for the six-month 
equations. For a more detailed analysis and further illus- 
trations see ‘‘Measures of Inventory Conditions,"" Technical 
Paper Number Eight, National Industrial Conference 
Board, New York, 1960 


recessions, but the extent of its maximum rise since the 
peak month has been smaller than in other cycles. The 
ratio of new orders to sales never dropped this time as 
much as it did in the other three recessions and actually 
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rose slightly since the peak. The ratio of backlogs to 
sales, although at the beginning of this recession, the 
lowest since the 1948-1949 downturn, was firm in the 
nine months of the general decline in contrast to its 
performance on the other three occasions. 

In speculating upon the possible performance of in- 
ventories in the expected recovery, one may apply the 
formula to hypothetical data for a future date generated 
by alternative sets of assumptions. One such exercise 
has been carried out for the fourth quarter of 1961 using 
the three-month formula and three sets of hypothetical 
data for September, 1961, derived in the following way: 


A. Assuming that sales will return to the high reached in 1960, 
that new orders will equal sales, and that inventories and 
unfilled orders will be at the same level as in February, 
1961 


B. The cyclical pattern will be as in 1954: inventories, sales, 
new orders, and unfilled orders will change between 
February and September, 1961, by the same percentages 
as they did between April and November, 1954 (com- 
parable number of months from the cycle peak) 


C. The cyclical pattern will be as in 1958: changes computed 


as in A, with actual percentages of April—-November 1958 


The three sets of assumptions yield the following al- 
ternatives for net increase in trade and manufacturing 
inventories in the fourth quarter of 1961: 


A: $4.0 billion ) 
B: $6.4 billion in annual rates 
C: $7.2 billion J 


Since in the past the extent of business recoveries has 
been correlated with the magnitudes of recessions which 
preceded them, the alternative “A,” which represents 
essentially a return to the previous high, may prove to 
be a better description of the present outlook than al- 
ternatives based on the experience of earlier cycles. 
Also, information presently available regarding the out- 
look in consumer and capital equipment sectors tends to 
point to a relatively moderate pace of the upswing along 
the lines assumed under “‘A.”’ However, this evidence is 
by no means overwhelming, and a steeper course of the 
recovery, and a more rapid rate of inventory formation, 
although perhaps less likely should not be precluded. 


Nestor E. Trerueckys 
Division of Economic Studies 
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The Polychart Graphic Primer—The author of this self-instruc- 
tion manual, Paulette leCorre Lydon, has been chief chartist 
at Tue ConFrERENCE Boarp for the past thirty years and 
has been responsible for the graphic material in its Road 
Maps of Industry, Chart Books, Wall Charts, Reports, and 
magazines. She has taught scores of beginners and has 
turned journeyman chartists into experts. 


In this Primer, which proceeds from rudiments far into 
advanced training, she explains the techniques of modern 
statistical charting in clear language and with simple ex- 
amples. It has been designed not only for beginners, but also 
for junior chartists who wish to develop their skills, and for 
executives who have to make graphic presentations of com- 
pany affairs to top management and to stockholders. 


The well-illustrated “right way” vs. ““wrong way” teach- 
ing method is unique, as is the section that deals with the 
selection of the proper chart form: curve, bar, pie, box, or 
pictograph. There are nearly 1,000 charts. The course is in 
three parts—‘“‘Basic Procedure,” “Workshop Practice,” 
“Advanced Training”—the first of which is off the press; 
the others are in production. By Pol Lydon, The Polychart 
Graphic Workshop, 16 Sidney Place, Brooklyn Heights 1, 
New York, 1961, 256 pages. $25.00. 


The Statesman’s Yearbook—This statistical and historical an- 
nual in its ninety-seventh year should be of interest to all 
concerned with obtaining quick authoritative facts on the 
nations of the world. Edited by S. H. Steinberg. Macmillan 
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& Co. Ltd., St. Martin’s Street, London, W.C. 2., England, 
1960, 1,677 pages. $9.50. 


Reality in Advertising—A description of the principles that 
guide the advertising campaigns undertaken by the Ted 
Bates Agency, of which the author is board chairman. The 
author’s key concept is the “unique selling proposition.” 
There is also a very brief reply to the criticisms of advertis- 
ing voiced by Vance Packard and John Kenneth Galbraith. 
By Rosser Reeves. Alfred A. Knopf, Inc., 501 Madison 
Avenue, New York, New York, 1961, 154 pages. $3.95. 


Medicine Makers of Kalamazoo—A history of the Upjohn 
Company and its contributions in the pharmaceutical field 
over a 75-year period. By Leonard Engel. McGraw-Hill Book 
Company, 330 West 42nd Street, New York 36, New York, 
1961, 261 pages. $4.50. 


Foundations of Accounting for Managerial Control—Designed for 
use as a textbook in the first-year college accounting course, 
this book stresses the uses of accounting as a tool of manage- 
ment control. Explanations of record-keeping procedures 
are kept to a minimum to provide more material on finan- 
cial management, analysis of accounting data, and basic 
concepts, principles, and standards of accounting. The book 
is divided into thirty chapters, each chapter containing 
pertinent questions, exercises, and problems. By Lawrence 
H. Malchman and Albert Slavin. Chilton Company— Book 
Division, 56th and Chestnut Streets, Philadelphia 39, Penn- 
sylvania, 1961, 811 pages. $8.00. 


Tropical Africa—A two-volume study of the population, food 
supply, manufactures, political institutions, social patterns, 
and health of Africa. By George H. T. Kimble. The Twentieth 
Century Fund, 41 East 70th Street, New York 21, New York, 
1960, Volume I, 603 pages, Volume II, 506 pages. $15.00. 
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Table 1: Opinions about Business 


and Employment in Local Community 


In per cent of household heads 


BUSINESS CONDITIONS NOW 


Good Bad Normal Other 
1959-1960 1960-1961 1959-1960 1960-1961 1959-1960 1960-1961 1959-1960 1960-1961 Total 
November—December.... 43 26 26 40 18 22 15 13 100 
December—January...... 47 24 76) 43 19 21 13 13 100 
January-February....... 46 21 23 48 20 20 13 11 100 
EMPLOYMENT SITUATION NOW 
Jobs Plentiful Jobs Not So Plentiful Jobs Hard To Get Other 
1959-1960 1960-1961 1959-1960 1960-1961 1959-1960 1960-1961 1959-1960 1960-1961 Total 
November—December.... 25 14 32 36 27, 38 18 13 100 
December—January...... 27 12 32 37 24 42 18 11 100 
January—February....... 26 9 33 36 24 47 17 10 100 
EMPLOYMENT CONDITIONS SIX MONTHS HENCE 
More Jobs Fewer Jobs Same Number Other 
1959-1960 1960-1961 1959-1960 1960-1961 1959-1960 1960-1961 1959-1960 1960-1961 Total 
November—December.... 36 37 11 11 37 35 18 19 100 
December—January...... 41 47 36 30 16 16 100 
January—February....... 45 54 6 7 36 25 14 15 100 


Sources: Sindlinger and Company; The Conference Board 


.. Consumer Buying Plans Still Restrained 


Durwe the first two months of 1961, consumer 
buying plans reflected a widespread concern that 
business was still moving at a slow pace; this also ap- 
plied to appraisals of current business, employment, and 
household incomes. At the same time, optimism about 
future job opportunities and the anticipation of rising 
incomes were more frequently expressed than at any 
time since 1958. This optimism, however, evidently did 
not serve to relieve the chill that beset consumer con- 
fidence last autumn, and buying plans were still under 
wraps early in 1961. 

Fewer consumers than last year planned to buy auto- 
mobiles, homes, home furnishings, and appliances. More 
households with incomes of $10,000 and over made 
plans to buy new automobiles, and households with 
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incomes of less than $5,000 advanced their purchase 
intentions for used automobiles and television sets. 
These, however, were the only notable OR ee as 
the new year got under way. 

These are the principal findings of the sevens report 
on the continuing survey of consumer buying plans, 
which is conducted by THE CoNFERENCE Boarp under 
sponsorship of Newsweek. The interviews and tabula- 
tions were carried out by Sindlinger and Company. For 
earlier data on consumer attitudes and buying plans, see 
The Business Record for March, 1961. 


Tempered View of Current Business 


As 1960 drew to a close and the new year commenced, 
more and more consumers saw that current business and 
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More Consumers Foresaw Improvement as Incomes Fell 


Per cent of household heads expressing opinion about household income: Up minus down, expected six months hence and up minus down, compared to six months ago 


Sources: Sindlinger and Company; The Conference Board 


EXPECTED SIX 
MONTHS HENCE 


employment conditions were unsettled, but their atti- 
tudes as reported to THE CoNFERENCE Boarp were 
strikingly less pessimistic than three years ago. None- 
theless, the consumers’ views of current business condi- 
tions dimmed between the end of 1960 and the first two 
months of 1961, in contrast to a surge of enthusiasm 
during the same period a year earlier. 

According to January-February-1961 reports, house- 
hold heads who thought that local business conditions 
were unfavorable outnumbered those with favorable 
opinions by more than two to one. Opinions that “‘jobs 
are hard to get”’ were expressed more than five times as 
frequently as the opposite view. 

While these proportions indicated the most wide- 
spread pessimism over current conditions since mid- 
1958, expectations of employment opportunities six 
months hence improved considerably more from No- 
vember-December, 1960, to January-February, 1961, 
than between the corresponding year-ago periods. What 
was perhaps more important, optimism about future job 
opportunities during the first two months of 1961 was 
at an all-time high since the beginning of the consumer 
survey three years ago. These optimistic responses were 
more numerous than all other shades of opinion on 
future job opportunities combined, and were nearly 
eight times more prevalent than the number of pessi- 
mistic reports. 


Household Incomes Expected To Rise 


In January-February, 1961, consumers reported a 
further dip in actual incomes from half a year earlier, 
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COMPARED TO 
SIX MONTHS AGO 


and indicated a worsening from both November- 
December and January-February, 1960. However, they 
did not expect a continuation of this trend. Steady 
improvement occurred in the income outlook since 
August-September, and January-February anticipations 
were the most optimistic in nearly three years. 

These consumer reactions were consistent with other 
recent barometric measures of the economic weather. A 
continuing high rate of unemployment, declining per- 
sonal income, and slack in some key industrial markets 
evidently clouded the public’s confidence and restrained 
its willingness to make financial commitments. On the 
other hand, the consensus of professional opinion based 
on sensitive economic indicators pointed to an early 
upturn in business. And these expectations were echoed 
perhaps most strikingly in the current upsurge in indus- 
trial stock prices and in optimism among the nation’s 
householders regarding the probable course of employ- 
ment and income in the months ahead. 


AUTOMOBILES 


While consumers were thus definitely hopeful, they 
did not express their confident outlook in purchasing 
plans, whereas the stock market enjoyed a rise in sales. 
It is easier, however, for investors to convert their 
anticipations into purchases since they can fairly readily 
enter and leave the market. Consumers are stuck with 
the purchase of a durable good, and stand to lose rela- 
tively more should they need the money tied up in the 
purchase. In any case, consumer goods buying is not 
marked by the same enterprising spirit as investment 
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New-automobile Plans Somewhat Lower 


Plans to buy new automobiles within the next six months 
Two-month moving average; index numbers: January—December, 1959= 100 
Sources: Sindlinger and Company; The Conference Board 
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NEW 


AUTOMOBILES 
1960-1961 


100 


1959-1960 


90 


80 
MAR. APR. MAY JUNE JULY AUG. SEPT. ocT. NOV. DEC. JAN. FEB. 


APR. MAY JUNE JULY AUG. SEPT. OCT. NOV. DEC. JAN FEB. MAR. 


in stocks, because there is usually no intention or expec- 
tation of monetary gain. Thus it is reasonable for con- 
sumers to wait for tangible improvement in their own 
financial situations before rushing in with orders for 
postponable goods. 

Both buying plans for and actual sales of new auto- 
mobiles lagged in the first two months of 1961 as com- 
pared with a year earlier. Recent plans, however, de- 
clined only a tenth below the level of last year, while the 
‘gap in sales rates was larger. Another favorable sign: the 
latest plans advanced over those of two years ago, which 
had indicated the six-million new passenger car sales of 
1959. Thus a rate of new automobile sales in the first 
half of 1961 at least similar to the 1959 rate is suggested 
by recent consumer plans. To achieve this, a more than 
seasonal rise in sales will have to occur during the spring 
and summer months. 

Another positive sign for the automobile market can 
be found in the strength of plans to buy used automo- 
biles. These plans were above the year-ago rate during 
most of the winter months. While January-February 
plans were slightly less numerous than in 1960, reports 
at the end of this period showed new gains. Demand 
for automobiles in 1961 may also be pushed higher by 
the sharply increased car scrappage in 1960. Scrappages 
were three fifths higher than in 1959. 


HOMES 


Toward the end of 1960, home buying plans were 
close to year-earlier levels, but in the first two months of 
1961 plans were about one fifth below last year. There 


20 


was also a slight dip from the preceding two months, in 
contrast with considerable seasonal gains in each of the 
two preceding years. 

The extent of the decline from the prior year was 
exaggerated by the sharp but fleeting boost in home 
buying plans during the opening months of 1960, caused 
perhaps by a surge of relief over the settlement of the 
1959 steel industry strike. The wisdom of a cautious 
appraisal of prospects is suggested, however, by the high 
vacancy rates that were still prevalent at the begin- 
ning of 1961. 

Construction awards for single-family dwelling units 
fell a fifth below the 1960 level in February. Awards for 
apartment house units declined only 2%. Since money 
is now readily available for mortgages and interest rates 
have declined however slightly, the continuing weakness 
of home buying plans raises the possibility that stronger 
external stimuli may be needed. It is possible that the 
slight decline in interest rates caused anticipations of a 
further drop in home-financing charges. Any such expec- 
tation would naturally cause consumers to postpone 
purchases. 


HOME IMPROVEMENTS AND FURNISHINGS 


Plans to improve homes gained from November- 
December to January-February, but the improvement 
was less than that of last year. As a result, a 14% year-to- 
year dip was reported after a one-tenth decline in the 


Home Buying Plans Weaken 


Plans to buy homes within the next six months. Includes plans specifying new homes, used 
homes and uncertain as to which kind 


Two-month moving average; index numbers: January—December, 1959= 100 
Sources: Sindlinger and Company; The Conference Board 


120 


TOTAL HOMES 


\ 
\ 


1959-1960 


100 


80 
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Table 2: Plans to Buy Automobiles, Homes and Appliances within Six Months 


Index numbers: January through December, 1959 = 100 


Nov.- Dec— Jan.— Feb.— — - - - 
Plans To Buy Dec. pee Feb. Now Plans To Buy pe ge feb res 
New Automobiles Air Conditioner 
DSO = TVOGO heh <eress0 109 113 109 101 V959=1960 5 cos sa ene a 65 109 121 125 
1 oYel Uo ACY [EN ee ain 105 103 100 VIGO=R19 G6 ey cad cece 49 72 92 
Used Automobiles Dishwasher 
19S59=1960. 42.5553. 81 96 106 97 TO S9=1960) oe5.2 a. os 106 116 108 105 
NIOO—TOGT wera cu.kicee 99 104 104 TI60—=T 961 Se - ees t eos 76 65 73 
Total Automobiles! Dryer 
TO S9=196O ie So aek: 97 105 107 97 1959-1960. .......... 102 99 98 101 
PIGO=N9G6T oe ric). otc 102 102 99 TO6ORAV96 Tested che era ated 83 Fis, ZA 
Freezer 
New Homes 19'59>1, 960 sees tok Sean. 96 100 95 97 
1959-1960........... 86 97 103 106 1960-1961........... 79 59 53 
1960-1961........... 84 86 83 fate 
Weed Hones TO SI=1G GOs io iira bie aps 84 108 125 107 
1959-1960........+:. 80 86 108 110 1960-1961........... 82 75 64 
1960-1961........... 85 86 85 Religeetor 
Fatal Home:! VO59=T96O sicko ee. are 94 98 112 117 
1959-1960) 2... 0..00. 86 93 102 106 1960-1961........... 90 96 83 
N96GO=TE6T Ase ees 85 86 82 Le 
Television set 
. 1959-1960 2-0  s e ee 80 86 90 86 
ear Cavatiigi T96O=196T eR. alse 97 91 89 
U9 59-1960) Ge. eek 97 93 101 104 Vecpumicleanen 
1960-1961........... 87 91 95 1959-1960........... 101 116 115 119 
Furniture I960-1961ee 2 seen 100 85 86 
UP SE—1960 cis om ceancd 99 92 95 101 Wesied marina 
1960-1961........... a1 Be Ae POST-NO0.D. ee 91 101 112 109 
Bona feecsranéats 1960-1961........... 82 84 80 
Me Sah POO! tel aa 87 95 101 110 1 Includes buying plans specifying either new or used, uncertain as to which kind 
PI GO—TIGT eyes & ciscs mis 78 79 87 Sources: Sindlinger and Company; The Conference Board 


previous two months. When consumers made these 
plans, however, they did not know that they might get 
F.H.A. insured loans up to $10,000 for home improve- 
ments at a 6% interest charge, a rate considerably lower 
than the current one. 

Slow construction activity may have aggravated the 
weakness in furniture buying plans. They fell 14% as 
compared with the last two months of 1960 and 18% 
from last year. This was the deepest year-to-year dip 
since the beginning of the survey. Nevertheless it is 
noteworthy, that floor-covering plans advanced more 
than seasonally, reducing their year-to-year dip to 6%. 


APPLIANCES 


As appliance sales remained sluggish and price shad- 
ing spread, fewer consumers reported plans in all appli- 
ance categories (except air conditioners) in January- 
February than in the previous two months. In contrast, 
only two declines were reported between the same 
periods last year, and four two years ago. 
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On a year-to-year basis, all plans dropped as com- 
pared with both previous years. Television plans were 
close to their 1960 rate but all other dips ranged be- 
tween a fourth and one half. Compared with two years 
ago, about half of the appliance categories posted de- 
clines of one fourth or more. The extent of the decline 
from last year is possibly exaggerated, because plans at 
that time were temporarily inflated by extraordinarily 
favorable business expectations. 

It was noted in the previous report that plans to buy 
standard appliances were at or near their year-ago rate 
in the closing months of 1960, while other appliance 
plans fell considerably. This divergence may be ex- 
plained by the maintenance of replacement demand at 
that time. This source of strength, however, seems to 
have been dissipated early this year, since all appliance 
plans were pared back by roughly the same extent. Per- 
haps the continuing rise in unemployment and the de- 
cline in personal income took its toll on replacement 
intentions. 
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SUMMARY —At the beginning of 1961, the American 
consumer felt more confident of his financial outlook in 
the months immediately ahead than at any time in the 
past three years. Business slack in some key population 
centers of the country, however, did not escape his 
notice. He saw that his neighbors were experiencing 
difficulty in obtaining or holding their jobs, or that they 
were employed for only a part of the normal work 
week. This mixture of optimism about the future and 
uneasiness over the present apparently determined the 
pattern of his willingness, or unwillingness, to make 
monetary commitments for the big-ticket goods and 
services that form so important a part of his annual 
cash outlay. 

Intentions to purchase used automobiles were largely 
maintained during the early months of the new year, 
while new automobile plans, although not falling any 
further, were still below their rate a year earlier. 
The desire to take a new home was bridled, and plans 
to buy the many items of equipment that form an 
integral part of most modern homes followed this 
trend. Vacation travel plans also reflected the conflict 
between present insecurity and confidence about the 


VACATIONS 


Slack business seemed to have influenced vacation 
plans early in 1961. This is indicated not only by the 
slight over-all decline from a year ago, but also by the 
sharp falling off in travel intentions as the destination 
of the trip became farther and farther removed from 
home. Only plans to travel in home or neighboring 
states exceeded last year’s planning rates, while inten- 
tions to travel to more distant states dipped slightly. 
Prospects for vacation trips outside the United States 
fell considerably ; Canadian vacation plans receded more 
than a fourth, and other foreign travel plans registered 
still larger drops. 


PLANS AND HOUSEHOLD INCOME 


It is noteworthy that households with $10,000 or more 
in annual income increased their buying plans for new 
automobiles by 10%, whereas at lower income levels 
fewer household heads planned to purchase new cars 
than a year earlier. The advance in the higher-income 
group may be related to the coincident rise in stock 
prices. In addition, upper-income families did not cut 
their home buying plans as much as other households. 


22 


future. As the distance and expense of the trip in- 
creased, plans dwindled sharply. Thus, although a bet- 
ter living standard remains the focus of his desires, the 
consumer curbed his plans to upgrade his home and 
living pattern while waiting for the anticipated im- 
provement in job opportunities and income to mate- 
rialize. 


The belief was widespread that an economic upturn 


is imminent. Consumers’ record high job-and-income 
expectations attest to this fact. This feeling also 
permeated the business community since the closing 
months of 1960, as investors showed their confidence in 
the underlying resilience of the economy by placing 
higher evaluations on common stock. Sensitive indexes 
of the economy's basic health during recent months 
also pointed to a resurgence of demand. If all these 
harbingers of improvement are sustained and rein- 
forced by improved employment and income trends in 
the months ahead, then consumers may be expected to 
overcome their reticence of the last half year and 
raise their buying sights. The next and subsequent 
reports on consumer attitudes and buying plans will 
indicate their appraisal and responses. 


At the other end of the income scale (less than $5,000 
per year), plans for used automobiles and television sets 


‘increased, whereas such plans generally declined. How- 


ever, planning rates for all other items at the lowest 
income level followed the general pattern of declines in 
January-February, 1961. 


Martin R. GaInsBRUGH 
FRED STEVENSON 

Assisted by 

CHARLES FRIEDMAN 

Office of the Chief Economist 


Business Bookshelf 


Operating Results of Multi-Unit Department Stores—This volume 
is the latest report in the Harvard Business School annual 
series on department store operating results. It summarizes 
activities in 1958 and is largely concerned with operations of 
branch stores. By Milton P. Brown, Eleanor G. May. Har- 
vard Business School, Division of Research, Soldiers Field, 
Boston 63, Massachusetts, 1961, 87 pages. $3.00. 


Capital Imports into Sterling Countries—The author attempts to 
measure the postwar capital inflow into overseas sterling 
countries, assess its character, and identify its source. By 
A. R. Conan. Macmillan & Co. Ltd., St. Martin’s Street, 
London, W.C. 2., England, 1960, 110 pages. $3.50. 
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Industrial Involvement Abroad—Prospective and Actual 


Foreign as a percentage of total domestic and foreign appropriations and expenditures 


Based upon reports from 150 companies providing information for 1959 and 1960 
Source: The Conference Board 
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Foreign Operations: 


American manufacturers set aside more funds for 
capital investment in foreign countries during the last 
three months of 1960 than in the same period of 1959. 
This was the fourth successive year-to-year increase 
recorded by THE CONFERENCE Boarp’s new quarterly 
survey of capital appropriations for foreign operations. 

At the same time, actual expenditures abroad dipped 
slightly below the sums spent in the closing months of 
1959. This decline reversed a small year-to-year gain in 
the third quarter of 1960, and resumed the moderate 
downward movement evidenced during the first and 
second quarters. Nonetheless, capital spending exceeded 
new authorizations, and the backlog of unexpended ap- 
provals was cut by some $45 million between the begin- 
ning and the end of the final quarter of 1960. 

From several viewpoints, this year-end backlog dip 
did not seem capable of exerting much downward 
pressure upon future capital investment abroad. It was 
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Another Advance 


small in relation to the average quarterly volume of 
expenditures during the year—less than a fifth of the 
average of roughly $200 million paid out in each quarter. 
A bunching of outlays at the end of the year, moreover, 
may generally be typical of foreign capital program- 
ming, and the resulting shrinkage of backlogs may 
therefore imply very little about the subsequent trend 
of capital spending. Even so, the year-end jump in out- 
lays in 1960 was much smaller than that in 1959, and 
the related decline in backlogs was only a little more 


than half as deep as that of a year earlier. 


Despite the fourth-quarter drop, companies reporting 
to this survey enlarged their appropriation backlogs 
during 1960 by almost $215 million. This increase 
slightly exceeded average quarterly spending during the 
year. Thus a moderate rise in outlays in subsequent 
quarters seems possible. 

Although both durable goods and nondurable goods 
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industries contributed to last year’s accumulation, dura- 
bles accounted for the bulk of it. Indeed, the backlog 
expansion in durables was more than four times as great 
as their average quarterly outlay during the year (see 
table 1). The backlog change in nondurables, though 
positive, was much smaller both absolutely and in 
relation to their average quarterly expenditure. Thus 
the durable goods industries seem likely to increase 
their spending and to lead any general advance that 
occurs in the months to come. 


* * * 


These are the principal conclusions of the third 
quarterly report on capital appropriations newly ap- 
proved by United States manufacturing companies for 
investment in plants and equipment abroad. This study 
is conducted by THr ConFERENCE Boarp under the 
financial sponsorship of Newsweek magazine. 

The initial report, published in The Conference Board 
Business Record for October, 1960, explained in some 
detail the scope and coverage of the survey. For the 
period extending from the first quarter of 1959 through 
the fourth quarter of 1960, 150 companies have con- 
tributed: information on foreign appropriations and ex- 
penditures. This was slightly more than the number 
making up the preceding report, which appeared in 
The Business Record for February, 1961.1 


* * * 


1 At the outset of a new survey, the size and composition of the 
samples tend to change. In order to preserve internal consistency 
during this formative stage, appropriations and expenditures are re- 
tabulated in their entirety for all industry categories. Thus table 2 of 
the present article furnishes a comparable record for all eight quarters 
now covered by this study. Changes from previously published 
information are owing to the slight change in the latest sample and to 
revisions of earlier reports 
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Approval Advance Slows 


Year-to-year percentage changes aid in tracing the 
trends in newly authorized appropriations and in capital 
expenditures. Every quarter of 1960 witnessed gains on 
this basis. The upswing gathered momentum, moreover, 
from the first to the third quarter. Commencing with a 
modest boost in the opening months of the year, appro- 
priations mounted almost a third above the 1959 rate 
in the second quarter and more than 100% in the third 
quarter. In the closing months last year, however, ap- 


provals exceeded those in 1959 by less than a tenth, — 


bringing the gain for 1960 to about 30%. 

The dramatic rises in the second and third quarters 
posted by the durable goods industries gave way to a 
more modest boost of about two thirds in the final 
quarter. The gain for the year as a whole came to 125%, 
a substantial support for subsequent outlays. Indeed, 
the second- and third-quarter jumps in durables ap- 
provals evidently pushed up their spending in the final 
three months. 

The nondurable goods industries showed a very small 
increase in foreign appropriations in 1960. A cut of 
one third in the second quarter and of a tenth in the 
fourth quarter almost counterbalanced hikes in the first 
and third quarters. 

Thus any increase in foreign capital investment that 
may be made by the nondurable goods group seems cer- 
tain to be mild. 


Nondurables Cut Outlays 


The indecisive trend in foreign capital appropriations 


_of the nondurable goods industries caused their expendi- 


tures to dip below the year-ago rate in three out of four 
quarters last year. In the third quarter, outlays in the 


Table 1: Foreign Appropriations and Expenditures, 1959-1960! 


Millions of Dollars 


Fourth Quarter 


Industry 
1959 1960 

All manufacturing 

Appropriations. (02. «1... «4s. sul» 175.8 189.7 

Expenditures. o.- 50.55.00 ace ene 257.1 234.6 

Changes in backlog............. —81.3 —449 
Durable goods industries 

Appropriations................. 39.2 64.8 

EXPONCIIUTOS 5. or aie) vere nts svg orga 48.3 59.6 

Changes in backlog............. Safa | +5.1 
Nondurable goods industries 

Appropriations. ................ 136.6 124.9 

EXPONGHDOS = a). Aoiey dic 2126 Sayeie Sew sts 208.8 175.0 

Changes in backlog............. 72.2 — 50.0 


Year Percentage Changes 
IV 1959 1959 
1959 1960 to to 
IV 1960 1960 
783.8 1,020.5 +8 +30 
852.3 806.3 —9 —5 
—68.5 4214.2 
171.5 385.3 +65 +125 
196.5 190.4 +23 —3 
— 25.1 +195.0 ve 
612.3 635.2 hs +4 
655.7 615.9 —16 —6 
—43.4 +19.2 


1 Based upon reports from 150 companies providing foreign appropriations information for 1959 and 1960. Figures may not add to totals because of rounding 


Source: The Conference Board 
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soft-goods field rose a sixth, but in the following three 
months their seasonal increase was not sufficient to put 
them above the survey-record foreign payments by this 
group, which was achieved in the final quarter of 1959. 

After declining moderately in the first six months of 
1960, outlays in the durable goods industries mounted 
to a volume in the third quarter that was about even 
with that in the same period a year earlier. As stated 
above, dramatic boosts in durables approvals in the 
second and third quarters apparently supported the 
fourth-quarter rise of more than one fifth. This effect, 
however, may have resulted partially from the failure 
of spending to increase from the third to the fourth 
quarter of 1959. If outlays had risen between these 
periods in the manner that appears to be characteristic 
of overseas investment, then spending in the closing 
months of 1960 would almost certainly have registered 
little or no change from the year-ago quarter. 

Owing mainly to the setback in spending by the 


Durables Score Sharpest Gains 


Percentage changes in foreign appropriations and expenditures, 1960 versus 1959 
Based upon reports from 150 companies providing information for 1959 and 1960 
Source: The Conference Board 
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nondurable goods industries, total foreign investment 
outlays dropped about a tenth under the year-ago 
volume in the fourth quarter of 1960. Added to cuts in 
expenditures among both durables and nondurables 
during the first six months, the entire year’s volume of 
payments abroad fell about 5% below the 1959 volume. 
This was by no means a very important cutback, com- 
pared with the sharp swings sometimes taken by manu- 
facturing investment. Whichever direction nondurables 
spending assumes in subsequent quarters, the recent 
large allocations of capital funds by the hard-goods 
group seem sure to provide a sturdy underpinning for 
new foreign plant and equipment installations in the 
coming months. 


Approval Gains Led by Durables 


Appropriations were almost a tenth greater in the last 
three months of 1960 than in the same period of 1959. 
This hike was centered in the durable goods area, which 
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Table 2: Appropriations and Expenditures for Foreign Operations, 1959-1960? 


Millions of Dollars 


1959 


Industry 


All manufacturing 


Appropriatans\. ta: c-tsceve ects eyesore 262.2 216.1 
Expenditures .¢.iia iG. «ela sies wc loaets 184.6 213.0 
Durable goods industries? 

Appropriations ir.2 .tsciart ane eee 64.8 

Expenditures). h.sscsrscrsyssiteteueeoners tener = 43.6 
Primary iron and steel 

Approprigtions 5 125s ve ee mee cee ee 17.6 3.2 

Expendifuresis(s << foc pies he imevost cee ae 4.6 4.5 
Primary nonferrous metals 

ADpropridtions. acoicn-rncic ehh een nee 14.4 8.2 

Expenditures: ss cveritis.¢, tsa cesjcle eeuereeress 17.0 16.2 
Electrical machinery and equipment 

Appropriations: 5 .)...315 hides aoe Bo lace = 2.3 Lr 4 

Expenditures sy i. csck, ovsscee ster vacate che Sete 2.3 23, 
Machinery, except electrical 

ADpPropriationsiqs tic vie c.s sis sic letras 6.7 1.2 

Expenditures =..h cick dealne ea cee ee 2.4 4.6 
Transportation equipment? 

Appropriations... a crniod aekeeacree 11.3 6.3 

Expenditures. 5°20, atau <ctcs ene als sl teal 13.3 14.1 
Stone, clay, and glass products 

Appropriationscanci, anes ores Lael 7.4 14.2 

Expenditures ao) 605s ccsisvs tee) carcrnieisee etal ares 1.3 5.7 
Fabricated metal products 

Appropriations), o7.0)2.., <1) -cicises ma waiaees 2.9 2.6 

Expenditures’) oc... so ccs ee noe 2.0 3.2 

Nondurable goods industries* 

Appropriggions). (6 is s/< decane aelerehuees 197.5 174.6 

Expenditures: fds. ¢ vide svece ele sheen 141.0 161.7 
Food and beverages 

Appropriations..............0000005 10.3 8.3 

Expendifuresisris se curate. ie oe nie 8.3 5.4 
Textile-mill products 

Appropriations. ............000ee eee 9 5 

Expenditurds).c (o.7.is:sfovs cons antvsg) Popaten 1.0 7 
Paper and allied products 

Appropriations... ...........00000es 11.3 2.7 

Expferpiitures’s345,:..5 200s 3.218 sneer nan 4.8 a3 
Chemicals and allied products 

Appropriations... 5.6560 .005 cee e's a ea 40.0 48.1 

Expendituresaid. stiusts sic ae 27.1 33.5 
Petroleum and coal products 

Appropriations... 0... 0.0.00 cece eee 123.5 90.0 

Expendituresiy.cc tia iateinven. note aoe ote 89.0 103.0 
Rubber products 

Approprigtions:nceies 3 sree oonicis Senet 11.4 25.1 

Expenditures; 's 350). racsiw + aera 10.7 13.9 


1960 

Ml IV | iT] ill IV 
129.6 175.8 278.5 280.2 272.1 189.7 
197.6 257.1 171.9 178.9 220.9 234.6 
26.0 39.2 55.5 164.5 100.6 64.8 
53.4 48.3 37.7 40.7 52.3 59.6 
1.3 10.1 6.8 1.5 9 =] 
2 5.3 3.7 3.3 3.2 3.6 
3.2 3.5 13.4 95.5 1.8 5.0 
14.0 11.9 8.7 7.5 10.0 12.1 
3.0 4.8 2.4 49 13.9 6.5 
2.5 3.8 3.6 2.8 41 4.2 
3.7 41 5.0 1.4 3.1 7.0 
5.9 4.6 4.5 4.3 4.4 5.0 
10.3 19.6 55.5 74.9 41.1 
13.4 8.8 14.3 21.9 25.6 
1.3 5.8 T7, 1.3 4.3 4 
3.2 5.0 3.7 4.8 4.2 
16 a3 44 3.8 3 3.2 
3.0 3.4 4.0 2.9 2.5 3.3 
103.5 136.6 223.0 115.7 171.5 124.9 
144.2 208.8 134.1 138.2 168.6 175.0 
4.5 4.3 16.4 10.9 10.3 6.2 
6.5 6.8 8.5 7.5 9.5 6.5 
2.1 5 5 9 1.4 4 
1.2 7 1.1 1.2 1.4 
2.8 3.9 47 4.3 MCh 5.4 
4.7 5.3 3.8 4.4 5.5 7.1 
17.8 24.5 54.2 23.3 68.0 31.4 
31.0 47.0 24.6 33.1 34.6 43.1 
55.3 83.2 119.2 59.7 58.9 69.8 
88.5 135.3 83.9 72.0 100.6 97.8 
21.1 20.1 28.0 16.7 29.3 11.7 
13.0 19.2 12.5 20.1 Slab ar) 19.0 


1 Based upon reports from 150 companies providing foreign appropriations information for 1959 and 1960. Figures may not add to totals because of rounding 
2 Includes other durable goods industries not shown separately: lumber, furniture and fixtures, instruments and photographic equipment, and miscellaneous manufactures 


3 Includes motor vehicles, and all nonautomotive transportation equipment 


4 Includes other nondurable goods industries not shown separately: tobacco, apparel, leather and leather products, and printing and publishing 


Source: The Conference Board 


posted an advance of two thirds. Nondurables appro- 
priations were about a tenth less at the end of 1960 than 
a year earlier. 

The boost in the hard-goods sector was the third 
quarterly gain in succession. Aided by the sharp rises in 
the second and third quarters, durables approvals rose 
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125% over the volume authorized in 1959. These in- 
creases in foreign allocations of the durable goods indus- 
tries also contributed importantly to the advance in 
total foreign appropriations in 1960. The sum set aside 
last year was 30% greater than the amount approved 
the year before. 
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Table 3: Changes in Foreign Appropriations 
and Expenditures, 1959-1960! 


Appropriations Expenditures 


IV '59 1959 IV '59 1959 


Industry to to to to 
IV '60 1960 IV '60 1960 
All manufacturing. .............. +8 +30 Shy — os 
Durable goods industries?....... +65 +125 +24 —3 
Primary iron and steel........ =< =72 —31 —-19 
Primary nonferrous metals. ... . +44 +295 +2 —35 
Electrical machinery and 
OCUIDMONT 2 3 sacs oa es ase as +34 +80 +11 +35 
Machinery, except electrical... +70 +6 +8 +4 
Transportation equipment... .. +301 +384 +90 +13 
Stone, clay, and glass products. —93 SS 7/S! =—16 +13 
Fabricated metal products ars fi Fa +71 —4 +10 
Nondurable goods industries?. . . . —s +4 —16 —6 
Food and beverages......... +43 +60 —4 419 
Textile-mill products......... —32 —22 +13 +25 
Paper and allied products... .. +41 —14 +33 +4 
Chemicals and allied products... +28 +36 +5 +2 
Petroleum and coal products... —16 —13 — 26 aS 
Rubber products............ —42 +10 —1 +421 


1 Based upon reports from 150 companies providing foreign appropriations information for 
1959 and 1960 


2Includes other durable goods industries not shown separately: lumber, furniture and fix- 
tures, instruments and photographic equipment, and miscellaneous manufactures 


3\Includes other nondurable goods industries not shown separately: tobacco, apparel, 
leather and leather products, and printing and publishing 


* Not calculated; appropriations changed between net positive and net canceled sums 
Source: The Conference Board 


Boosts Are Widespread 


An outstanding jump in foreign approvals was taken 
by the transportation equipment industry in the fourth 
quarter of 1960. This increase extended the industry’s 
advance to all four quarters of last year. For the year 
as a whole, the industry’s foreign authorizations were 
almost four times greater than in 1959. 

A sharp increase in capital allocations by nonferrous 
metals companies in the second quarter of last year and 
another modest rise in the last quarter raised their 1960 
approvals almost 300% higher than in the year before. 
Substantial increases in appropriations were also posted 
by the electrical and nonelectrical machinery industries 
(see table 3). 

Last year was witness to a marked reduction of 
foreign capital spending programs by the basic iron and 
steel producers. In every quarter, authorization rates 
were considerably below those of both the previous and 
same year-ago periods, and total approvals in 1960 were 
72% under the previous year’s mark. In the final 
quarter of 1960, moreover, cancellations exceeded new 
allocations, and the resulting curtailment of backlogs 
was the largest in the two-year record of this industry. 
Some major new installations were authorized for loca- 
tions abroad during 1958 and 1959, and it is possible 
that the virtual disappearance of new appropriations 
toward the end of 1960 was a breather to permit the 
industry to finish the projects already committed. The 
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decline in the steel industry’s earnings during 1960, 
however, may also be reflected in its curtailment of new 
foreign projects, for the companies may have felt obli- 
gated to devote available funds to the improvement of 
existing domestic facilities. 


Food and Chemicals Lead Nondurables 


In 1960, the foreign appropriations of the nondurable 
goods industries exceeded the year-ago level by a modest 
4%. Three of the industry groups reduced their invest- 
ment programs, while the rubber products, food process- 
ing, and chemical products groups expanded them. Food 
processors scored the sharpest increase, followed by 
chemicals, although their year-to-year advances in the 
fourth quarter were less steep than for the year as a 
whole. 

Foreign appropriations newly approved by the paper 
products group were only about two fifths as great as a 
year ago during the first quarter of 1960. Although their 
approvals in the remaining quarters of last year mounted 
above the year-earlier marks, the first-quarter cut was 
sufficient to reduce the volume for the entire year by 
about 14% from the 1959 level. Thus, although the 
paper industry’s appropriations were moving into higher 
ground, the rise had not yet generated solid support for 
future outlays by the end of 1960. 

Through most of last year, the foreign authorizations 
of the petroleum and textile industries declined from the 
amounts authorized in 1959. The cutbacks in these 
industries were somewhat greater during the last three 
months than earlier in the year. 


Expenditure and Backlog Trends 


In the transportation equipment, nonferrous metals, 
and electrical machinery industries, appropriations dur- 
ing 1960 outstripped expenditures, resulting in substan- 
tial increases in backlogs of unexpended approvals. The 
backlog of authorizations in the transportation equip- 
ment group increased by more than $120 million in 1960, 
in contrast to a cut of almost $23 million the year before. 
Through cuts in outlays and sharp boosts in appropria- 
tions, the primary nonferrous metals producers built up 
more than $77 million of additional spending authority 
during 1960, whereas in every quarter of the preceding 
year they had whittled away at their backlogs. 

Expenditures of the chemical products firms hovered 
around their year-ago rates through all four quarters of 
1960, while their appropriations mounted sharply in 
every quarter but the second. By the end of the year, 
the industry’s unexpended backlog had risen by more 
than $41 million. In 1959, backlogs had fallen slightly. 

Similarly, the food processors hiked approvals three 
fifths over the year-ago level in 1960, while their pay- 
ments abroad rose by less than a fifth. As a result, in 
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contrast to 1959 when their backlogs remained virtually 
unchanged, in 1960 their backlog of unspent appropria- 
tions rose by almost $12 million. 

The rubber products firms increased their accumula- 
tions of unexpended funds by almost $17 million in 1960, 
a very substantial increase but somewhat less than a 
year before. The opposite pattern emerged in the 
petroleum industry. Both approvals and spending de- 
clined, but spending remained higher than new author- 
izations, which was also the case in 1959. The industry’s 
backlogs declined by almost $47 million in 1960. This 
curtailment of funds, although possibly substantial in 
relation to the average level of spending during the year, 
was more than a third less than the reduction of about 
$64 million which occurred in 1959. 

Thus the industries most likely to show increased 
foreign spending in the coming quarters are nonferrous 
metals, electrical machinery, transportation equipment, 
food and beverage, and possibly chemical products. 


Foreign Involvement 


The extent to which American companies with foreign 
operations are involving themselves abroad is shown by 
the relationship of their foreign appropriations and 
expenditures to their combined investment commit- 
ments at home and abroad. Table 4 furnishes these 
approvals for 1959 and 1960. 

The foreign appropriations of the survey reporting 
companies increased from 15% of their total foreign and 
domestic plans in 1959 to 21% last year. The penetration 
of foreign programs was most dramatic in the durable 
goods industries, for which total involvement in foreign 


countries shot up from 9% in 1959 to 23% in 1960. The 
industries with the sharpest increases in foreign ap- 
provals also showed the greatest shift in favor of foreign 
operations: transportation equipment’s foreign approv- 
als accounted for only 15% of total capital investment 
plans during 1959, while in 1960 they accounted for 
45%. Similarly, foreign appropriations constituted only 
11% of all capital programs contemplated by the non- 
ferrous metals producers in 1959, but last year their 
foreign projects increased to 42% of their total plans. 
Moderate gains in this respect occurred in fabricated 
metal products, nonelectrical machinery, and electrical 
machinery. 

While foreign appropriations of the durable goods 
industries took a larger share of prospective capital 
spending last year than in 1959, their actual expendi- 
tures abroad accounted for a declining proportion. This 
ratio drifted down from 15% to 12% last year. Interest- 
ingly, the most precipitous drop occurred in the trans- 
portation equipment industry, whose foreign appropria- 
tions had risen the most in terms of total share of 
company plans. Although their outlays abroad rose by 
more than $8 million, or about 13%, between 1959 and 
1960, their domestic approvals rose relatively more, and 
the foreign involvement of the transportation equip- 
ment industry in terms of expenditures declined from 
33% in 1959 to 26% last year. 

Although the prospective involvement abroad of the 
nondurable goods industries also increased from 1959 
to 1960, the rise was relatively modest (see table 4). The 
sharpest boosts occurred in processed food, chemicals, 
and rubber products. A decline took place in the petro- 


Table 4: Foreign and Domestic Operations, 1959 and 1960! 


Foreign as Per Cent of Total 


Change in Appropriation Backlogs 


Appropriations Expenditures Foreign Domestic 
Industry 1960 1959 1960 1959 1960 1959 1960 1959 

All manufacturing ois ws cats oe ee ee eo 21% 15% 17% 20% +214.2 —68.5 —101.3 +1,068.1 
Durable goods industries?............... 23 9 12 15 +195.0 —25.1 —148.6 +502.2 
Primary iron and steel................ 3 5 3 5 —4,7 +15.1 —238.7 +318.7 
Primary nonferrous metals............. 42 11 18 21 +77.4 —29.9 —11.9 +7.0 
Electrical machinery and equipment..... . 10 8 8 8 +12.8 +4.4 +81.4 +50.3 
Machinery, except electrical........... 12 11 13 11 To —1.8 +.1 —8.7 
Transportation equipment......... eee ene 15 26 33 +120.6 —22.8 +26.3 +107.9 
Stone, clay, and glass products......... re 17 13 11 —9.4 +13.5 —13.4 +11.3 
Fabricated metal products............. 10 ZA 11 12 —.9 —4.6 +7.8 +9.5 
Nondurable goods industries?............ 20 18 20 23 +19.2 —43.4 + 47.8 + 565.9 
Food and beverages................. EY: 22 26 24 +11.8 +.5 +5.7 +14.3 
Textile-mill products..............0055 6 6 7 7 —1.3 +.5 —13.0 +16.7 
Paper and allied products............. 13 13 15 22 —3.1 +.5 +.4 +66.7 
Chemical and allied products........... 22 15 16 20 +41.4 —2.2 — 54.1 +189.6 
Petroleum and coal products........... 17 19 21 24 — 46.8 —63.7 +117.2 +187.5 
Rubbaniproducts 2h. 6.80 od spete ae aioe biciets 36 29 31 36 +16.9 +21.0 — 41.3 +91.3 


1 Based upon reports from 150 companies providing foreign appropriations information for 1959 and 1960 
2 Includes other durable goods industries not shown separately: lumber, furniture and fixtures, instruments and photographic equipment, and miscellaneous manufactures 
3 Includes other nondurable goods industries not shown separately: tobacco, apparel, leather and leather products, and printing and publishing 


Source: The Conference Board 
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leum industry. Similar to the pattern in the hard-goods 
industries, foreign involvement in terms of actual expen- 
ditures dipped from 23% in 1959 to 20% last year. The 
greatest declines were posted by the paper and rubber 
products industries, while the only group to score a gain 
was food processing. 


Foreign versus Domestic Backlogs 


As in the preceding report on this new survey, the 
fourth quarter data continue the pattern of increases for 
foreign aprovals and declines in domestic appropria- 
tions, coupled with declines in foreign spending and 
rises in domestic outlays. Table 4 shows the effect of this 
reversal of trends in the appropriation backlogs for 
foreign and domestic operations. Foreign backlogs rose 
dramatically between 1959 and 1960, while domestic 
backlogs declined sharply. 

This boost in the unexpended backlog of overseas 
investment authorizations indicate that spending abroad 
will increase in the months to come. The prospective 
rise in outlays is potentially greater for durable goods 
than for nondurables, with the transportation equip- 
ment and nonferrous metals industries leading the up- 
ward movement. 


Martin R. GarInsBruGH 
FrREep STEVENSON 
Office of the Chief Economist 


Business Bookshelf 


Proceedings: Sixth Annual Conference, Advertising Research Foun- 
dation—Twenty papers contributed by academicians, execu- 
tives in advertising firms, representatives of several advertis- 
ing media, and members of advertising agencies. Papers are 
focused on the conference’s theme, ‘““Management Chal- 
lenges and Research Responses.” The four major topics are: 
implications of management goals to research decisions, 
directions in industrial advertising research, on researching 
advertising communications, and technique and theory in 
advertising research. Advertising Researeh Foundation, 3 
East 54th Street, New York, New York, 1960, 96 pages. $10.00. 


Listen Yankee—The author attempts to present the voice of the 
Cuban revolutionary because he believes that it cannot be 
detected in the news available in the United States today. 
By C. Wright Mills. McGraw-Hill Book Company, 330 West 
42nd Street, New York 36, New York, 1960, 192 pages. $3.95. 


Physical Distribution Management—This book presents the 
broad outlines of distribution system analysis, bringing to- 
gether mathematics, statistics, transportation, marketing, 
and economics for the purpose of analyzing the physical 
flow of goods through a network. By Edward W. Smykay, 
Donald J. Bowersox, and Frank H. Mossman. The Macmillan 
Company, 60 Fifth Avenue, New York, New York, 1961, 
283 pages. $6.00. 


The Distribution Revolution—A series on modern trends in dis- 
tribution by a seasoned professional observer. By Walter 
Hoving. Ives Washburn, Inc., 119 West 40th Street, New 
York 18, New York, 1960, 150 pages. $3.00. 
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Business Forecasts 


Ira T. Ellis, economist, E. I. du Pont de Nemours & Com- 
pany (in a speech before the Union Trust Company of the 
District of Columbia, April 5)—“. . . The year 1961 will 
probably not be such a good year as was 1960, importantly 
because the current mild decline in business activity will prob- 
ably continue well into the first half of this year. The decline 
so far has been relatively mild, actually the mildest in any 
business recession since 1926. The mildness of the decline sug- 
gests that there will be no abrupt change in the trend, but 
merely continued liquidation of inventory and some further 
decline in business spending for plant and equipment until the 
rising forces in the economy overcome the declining forces. 


“It seems very probable that the business pattern during 
1961 will be exactly opposite to that of 1960. Last year began 
on an optimistic note and ended with a mild decline. This year 
is beginning with a mild decline and I confidently expect that 
it will end with a rising trend. The level of industrial produc- 
tion in 1961 may be 4% below the average for the year 1960, 
but the level at the year-end will be higher than the present 
level. 


“Although we are considering today principally the year 
1961, this forecast of the usual pattern of production once a 
rise from a recession low has started strongly indicates that 
the year 1962 will be our next record business year. 


“Many of the areas of strength in 1961 will be the same as 
those in 1960, especially consumer spending for services, 
private nonresidential construction, and spending by govern- 
ment at all levels. A mild decline is expected in consumer 
spending for durable goods this year compared with 1960, 
reflecting importantly the current unsatisfactory level of 
automobile sales. 


“Furthermore, only a modest increase is expected in 1961 
compared with 1960 in the volume of private residential con- 
struction. There may also be a mild decline in business spend- 
ing for new plant and equipment of the order of 3% or 4%. 
Finally, business inventories may decline moderately on the 
average this year, compared with their rise of $3.6 billion 
during 1960... . 


“In summary, the year 1960 made new high records in 
many economic areas, but not in all. There were many soft 
spots. The year began high and finished low. One of the most 
favorable factors was the continuing rise in personal income. 
The outlook for 1961 is for a mild business decline, especially 
in the first half. This’ year should end on a rising trend. Many 
of the problems of 1960 will be with us this year—to stimulate 
employment, how to restrain increases in wage and salary 
rates to avoid the necessity for raising prices, how to balance 
our international accounts, etc. Although we have problems at 
the start of this new year, I believe it will be a satisfying year 
when we look back a year from now.” 
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Survey of Business Opinion and Experience 


TENURE AND RETIREMENT OF DIRECTORS 


Acer AND ABILITY to contribute to the company 
are the principal considerations that limit a director’s 
length of service, according to the 205 firms participat- 
ing in THE CONFERENCE Boarp’s most recent survey of 
business opinion and experience. Many companies have 
adopted compulsory retirement plans for their boards 
that take these matters into account. The majority, 
however, place no formal limits on tenure, and do not 
encourage changes in board membership. 


LIMITS ON TENURE 


It is universal practice among the companies surveyed 
to permit directors to stand for reelection as often as 
they wish, except in so far as they may be subject to 
compulsory retirement. If retirement is not mandatory, 
the tenure of a competent director normally extends 
until his voluntary resignation or death. 

Approximately three fifths of the cooperating com- 
panies state that they have no formal policies or estab- 
lished practices regarding directors’ tenure. These firms 
prefer instead to consider individually each question 
that arises as to how long a director should remain on 
the board. The president of a hardware company 
demonstrates the thinking that is common to many of 
these firms when he says: “I have been a director since 
1922, and if the others live and do the job they will 
- ultimately be on the board as long as myself.” 

Predetermined limits on tenure applicable to all di- 
rectors, or in some instances only to those who are em- 
ployegs, are reported by two fifths of the companies. 
Such limits are fixed in terms of the individual’s age or 
the extent of his business activity, but company policies 
frequently leave room for discretionary action by the 
board when it believes that following the rules will not 
work to the company’s advantage. 

The board of one company sets forth its reasons for 
restricting tenure by general policy, as follows: “The 
board of directors believes (and all members present 
concur) that the affairs of this company can best be 
managed by a board of directors composed of men well 
acquainted with current economic conditions, and with 
modern business and financial methods and techniques. 
It believes that, in most cases, maintenance of these 
qualifications can be expected only from persons who 
participate actively in business affairs, either in the com- 
pany itself, or in the general business world.” 


Fixed Tenure 


Although no company reports restricting its directors 
to stated periods of service, some executives believe this 
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might be sound practice. A family-owned concern, 
whose directors have an average tenure of twenty-five 
years is “leaning toward rotation every three or four 
years of at least three of the nine members on the 
board.” 

And the president of one company thinks that a man 
can make his “maximum contribution in roughly ten 
years” and that defined maximum tenure would be 
desirable. Because of this philosophy, he recently re- 
signed as director of a bank. 


Approach Preferred 


Many considerations contribute to company attitudes 
concerning restriction of the tenure of directors. Among 
those most often mentioned are the firm’s relative suc- 
cess in maintaining an active board, the size of the 
company and the nature of its ownership. 

A number of companies have had no trouble removing 
inactive directors from their boards even though they 
have had no formal rules to assist them in doing so. 
These firms say that they prefer to treat each case on its 
merits because they have found this a workable ap- 
proach. On the other hand, other companies have not 
been successful in handling tenure problems in this way. 
An executive of one such firm, a foundry, makes this 
comment: “We would like very much to formalize 
arrangements concerning tenure, but have been quite 
puzzled as to how to go about it. Some years ago in 
order to inject new blood into the board the number of 
members was increased. Two members who should have 
retired did not do so.” 

Small companies often point out that their boards are 
also small, rendering formal arrangements regarding 
tenure unnecessary. In these companies there is a “close 
personal relationship between directors that makes it 
difficult to set up hard and fast policies relating to tenure 
and retirement.” Such considerations were not men- 
tioned by the larger firms surveyed, and relatively more 
of them have set retirement ages for their directors. 

Most family-owned and “closely held” companies 
also report that they simply meet problems of directors’ 
service as they arise. 


Contribution Weighed 


A director’s sustained and effective participation in 
company affairs has an over-riding influence on whether 
he continues in office, according to virtually all the com- 
panies commenting on factors that determine tenure. 
This same consideration seems to be given as much 
weight by those companies that have formal limits on 
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their directors’ service as by those that do not have such 
limits. A construction materials manufacturer, whose 
tenure and retirement matters are handled informally, 
reports that “the director’s tenure of office depends 
entirely on his ability to provide reasonable guidance to 
the board im the fields in which he is most qualified.” 
Another firm, which has a written policy on the tenure 
of its directors, makes this stipulation: “Continued 
membership on the board of directors presupposes rea- 
sonable participation in meetings and affairs of the 
corporation.” 

According to many respondents, a director’s ability to 
contribute is governed not only by age, alertness and 
store of knowledge, but also to some extent by whether 
he can continue to represent certain interests satisfac- 
torily when he is not in touch with them from day to 
day. A metalworking company states: 


““We believe that chronological age is nof important in 
defermining a man’s value for serving on the board, but we do 
believe that the degree fo which he participates in the business, 
or keeps up fo dafe on his specialty, is important. This same 
thinking applies when an employee director refires from his 
job. Whether he continues as a director will depend largely on 
whether he can confinue fo contribute fo the board. If his function 
on the board was fo represenf subsfaniial sfock ownership, or io 
supply counsel on financial matiers, his usefulness fo the board 
would confinue. If, on the other hand, his function on the beard 
had been fo represent the sales end of the business, obviously 
his value would diminish appreciably after retiremeni.” 


Long Tenure 


Regardless of whether their companies have adopted 
formal policies affecting the tenure of their directors, the 
executives surveyed generally prefer that their directors 
give long service. The position of many is expressed by 
one respondent, who states: “We feel that long tenure 
provides continuity of policy and experience and knowl- 
edge of the corporation that could not be gained in any 
other way.” 


AVERAGE TENURE 


The average tenure of the boards of companies pro- 
viding such information varies from four to thirty years. 
In two thirds of the cases, the average falls between 
eight and fifteen years inclusive. Most of the companies 
reporting the lowest-average figures explain that they 
have recently added unusually large numbers of new 
directors. The few companies reporting averages of more 
than twenty years are small and, in some cases, closely 


held firms. 
FORMAL RETIREMENT ARRANGEMENTS 


There is clear evidence of a trend toward compulsory 
retirement of company directors. Just under 31% of the 
205 reporting firms make such provisions applicable to 
all their directors, and another 13% have mandatory 
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retirement for only their employee directors. These 
proportions are substantially greater than those re- 
ported in earlier surveys by Toe ConFERENCE Boarp in 
1958 and 1960.* As further evidence of this trend, many 
of the policies providing for retirement of directors have 
been adopted by reporting companies during the past 
three years. 

Formal retirement arrangements are found in all the 
industries represented in the survey by more than one 
or two companies. Nevertheless, the relative frequency 
of the practice is irregular from industry to industry; 
e.g-, only one out of nine aircraft companies surveyed 
requires its directors to retire, while ten out of twelve 
petroleum companies do so. 


Policy or Practice 


Authority for enforcing retirement of directors is pro- 
vided in by-laws, board resolutions, established prac- 
tices, or informal agreements of the companies surveyed. 
If the policies cover outside as well as employee direc- 
tors, they have in almost every instance been approved 
by a vote of the board. At least two companies sub- 
mitted their policies for stockholder approval. In most 
cases where the board is composed of both employee and 
outside directors and where retirement only for em- 
ployee directors is mandatory, the authority for such an 
arrangement is based on established practice rather than 
on written policies. 


Retirement Provisions 


A majority of the firms enforcing retirement state 
their policies in terms of a fixed age at which directors 
must leave the board. Their usual practice is to make 
one retirement age applicable to all directors. However, 
several companies set an earlier age limit for employee 
directors than for the outside members of their boards. 
Some companies adhere strictly to terminating direc- 
tors on the date named im their retirement policies, 
while the more usual practice is for the directors to 
continue in office until the next annual meeting. 

The policy of a large company which has fixed retire- 
ment ages for its directors reads as follows: 


“Resolved, that if is the sense of this board (1) that an 
officer and employee of the company who is a member of the 
board should nof serve as a director affer his retirement from 
acfive service with the company unless specifically invited by the 
board fo confinue fo serve as such, and (2) that, except in the 
case of those members of the board who have served thereon 
since January I, 1941, no person should confinue as a director 
of the company affer he has affained the age of seventy-two 
years. 


1 The median of the figures reported is 1116 years 

2 Studies in Business Policy, No. 90, “Corporate Directorship 
Practices,” p. 23; and “Directors’ Compensation and Retirement,” 
The Business Reeord, April, 1960, p. 16 
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The other common form of retirement policy for 
directors is expressed in terms of a maximum age at 
which members can be reelected to the board. Most 
respondent companies applying such a maximum set the 
same age limit for employee and outside directors. How- 
ever, some retire their officer directors at sixty-five years 
of age and their outside directors at higher ages. In such 
cases, whether the director is allowed to stand for elec- 
tion is usually determined by his age at the time the 
election is held. But a few firms will not nominate for 
board membership any director who would reach the 
maximum age limit during the ensuing term of office. 


Following are examples of board-approved policies 
requiring directors to retire at a maximum election age: 


‘‘Now therefore, be it resolved that no person shall be 
elected fo fill a vacancy in the board if he would attain the age 
of seventy-five years during the term for which he is to be elected 
and that no person, hereafter, newly elected to the board shall 
be nominated by the board of directors for reelection if he would 
attain the age of seventy-five years during the term of office for 
which he is to be elected, and that any person who shall, herein- 
after, be elected a director shall at the time of such election be 
informed of this resolution."’ 

An Instruments Company 


"An ‘outside’ director will not stand for reelection in the year 
in which he becomes seventy-two. An ‘inside’ director will not 
stand for reelection at the end of his term following retirement as 
an employee.”’ 

A Construction Materials Company 


A few companies set both a fixed retirement age and a 
_ Maximum election age in arranging for retirement of 

directors. Their employee directors are usually subject 
to the fixed-age limit, while the maximum election age 
applies to outside members of the board. The following 
is an example of one company’s policy statement in 
which both types of limit apply to all directors: 


‘‘(a) No director will stand for reelection nor continue as a 
director after he has retired for a period of two years as an 
officer of the company or, if an outside director, from his principal 
occupation. 

‘‘(b) In no case will a director continue as a director after 
attaining age seventy nor will he stand for reelection in January 
of the calendar year in which he will attain age seventy. 

‘"(c) Where a director has been elected for a term of three 
years and this extends beyond either date indicated by clauses 
(a) and (b) above, he will resign from the board at the meeting 
of directors next succeeding the month in which the date defined 
in clauses (a) or (b) becomes applicable."’ 


Several companies that enforce retirement do so by 
way of informal but generally applicable agreements 
with their directors. Some of them tie termination of 
directorship to termination of employment. For ex- 
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Compulsory Retirement Ages for Directors in 
Sixty-three Reporting Firms! 
Number of Companies 


Different Retirement Ages 


All Retire 
Age at Same Age Employee Outside 
Director Director 
Sixty-five years... ........0e00ee 118 21 
Sixty-eight years. ...2. 506 3s 666s) ifs ae 3 
Seventy yeurs2.s 4.32 sic. snieeialaie’s 16 ae 11 
Seventy-one years............... 1 ng 1 
Seventy-two years............... 11 6 
Seventy-five years. ............45 3 ra 
Total is) sic cleat bux shan! nani eek tage “21 21 


1 Includes only those firms that enforce the retirement of all their directors 
8 Eight of these firms have only employee directors 


ample, an electrical appliance manufacturer nominates 
outside directors “with the understanding that they 
will not stand for reelection after they retire from what- 
ever their major employment may be. The age in this 
case would be governed by the retirement ages appli- 
cable to their principal employment.” Other firms ar- 
range that directors will resign when management indi- 
cates that their doing so will be to the benefit of the 
company. A textile manufacturer has extended em- 
ployee directorships beyond job retirement in all cases, 
but has had an understanding “that if it seemed desir- 
able to replace them with a new or outside director, 
such a change can be made without embarrassment.” 


Retirement Ages 


Slightly more than 50% of the companies in the sur- 
vey that enforce retirement of all their directors require 
those men who are employees to leave the board at 
sixty-five years of age. Most of these firms mention that 
termination of an executive’s directorship coincides 
with, or follows closely upon, the termination of his 
employment. An employee director must retire at 
seventy years of age in an additional 25% of the firms 
and at a still higher age in the remainder. (See table.) 

Almost half the companies forcing outside directors to 
retire have them do so at age seventy; and another 31% 
set their retirement age at seventy-two years. Less than 
11% of these companies require outside directors to 
retire while they are under seventy years of age. 

Companies that have outside directors on their boards 
but require only those who are employees to retire 
usually expect them to do so when they leave their jobs. 
In most cases the retirement age is sixty-five, but several 
firms permit employee directors to stay on the board for 
one or two years after terminating their employment. 


EXCEPTIONS TO RETIREMENT RULES 
It is common practice among the companies enforcing 
directors to retire to permit exceptions to their policies 
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and established practices. Such exceptions may take the 
form of special agreements between the board and an 
individual; sometimes they are incorporated into poli- 
cies themselves. 


President and Chairman 


When the retirement age for employee directors is set 
at an earlier age than for other board members, com- 
panies often exclude from the lower age limit those men 
who have been either president of the company or 
chairman of the board. In every company but one 
reporting this exception, the two senior executives are 
subject to the same retirement conditions as for non- 
employee directors. Such arrangements are written into 
several companies’ policies. 


Special Agreements 


Exceptions are sometimes made to allow continued 
service as directors for men who, though they have 
passed the regular retirement age, have background, 
experience, or training that is particularly valuable to 
the company. This type of arrangement occurs most 
often in connection with employee directors forced to 
retire at sixty-five because, as many companies point 
out, such men are often particularly well informed about 
the company’s affairs. Occasionally, directors may be 
continued in office because satisfactory replacements 
are not immediately available. 


IMPLEMENTING RETIREMENT POLICIES 


When a retirement policy is first adopted, directors 
already on the board—or more particularly those with 
long service—may be excluded from its terms. The 
object is to preserve fully, or in part, the conditions on 
which the senior members joined the board and at the 
same time to “‘allow orderly change in its composition.” 

The exceptions made in connection with implementa- 
tion of a retirement program vary widely. For example, 
a hardware company adopted a policy in 1960 that 
would not be fully effective until 1961 because some 
directors were immediately affected by it. The solution 
of an oil company that established compulsory retire- 
ment for its directors at the same time was to exempt 
permanently from the rule all its outside directors then 
in office. Other firms report excluding from newly 
adopted retirement plans all directors except those with 
one year of service, while a metal processing company 
excluded only those with sixteen years on the board. In 
another case, an electrical manufacturer made no spe- 
cial provision to exempt present directors from a new 
retirement policy, but is nevertheless implementing the 
plan “in a manner calculated to preserve, in part, a 
continuity of experienced management.” 

Several executives point out that implementation of 
an enforced retirement policy can be especially trouble- 
some when the company has over-age directors capable 
of electing themselves to the board. One such respond- 
ent, the president of a nonferrous metal company, sug- 
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gests that if an aging director in this position was not 
inclined to observe board policy, he personally “‘would 
encourage the director to select an appointee to repre- 
sent his shareholders, who would be active in business 
and acceptable as to age and in other ways.” 


RETIREMENT BASED ONLY ON MERIT 


When a decision must be made regarding whether a 
director should remain on the board or be retired, 114 
of the companies surveyed report that they have no 
formal policies or practices to guide them and that they 
simply judge each case on its own merits. 

A large majority of these companies say that an em- 
ployee director’s retirement from his job has “‘no effect 
on his directorship status,’ and in almost every case he 
continues on the board. Some agree with the construc- 
tion materials executive who says “‘the question of re- 
tirement or continuation of his directorship would be 
considered separately from the question of retirement 
from office.” They recognize, however, that the con- 
siderations that bring about retirement from office may 
have a direct bearing on his capacity to perform the 
functions of a director. The determining factors most 
often mentioned are the man’s personal wish to continue 
and his capacity to do so. 

Problems concerning the retirement of directors ap- 
parently arise more often in firms that have no fixed 
rules concerning the matter than in those that do. A 
“diplomatic but direct approach”’ is preferred by the 
firms that describe their handling of such cases, and 
most of them find the technique successful. For example, 
a big steel producer reports that “it has been the prac- 
tice to permit directors to serve until they resign or die, 
or until such time as the chairman or president feels a 
director should retire, at which time he diplomatically 
suggests to the director that he retire. There has never 
been any difficulty about this and, up to date at least, 
we prefer this to any formal policy.” 


HONORARY DIRECTORSHIPS 


Continued association between the board and men 
who have given long and faithful service on it, but who 
are no longer fully active, is achieved by twelve com- 
panies through honorary directorships. The honorary 
status is a recognition of the contribution the director 
has made to the company, and it also makes him avail- 
able for advice and consultation. A few firms mention 
using the device as a means of minimizing the effects of 
separation from business that comes with a man’s 
retirement. 

Honorary directors are free to attend all board meet- 
ings in most companies. However, some firms restrict. 
the number of meetings for which these men are paid. 
The usual practice is to pay such directors the regular 
director’s fee for meetings attended; but at least one 
company does not compensate them in any way, while 
another pays the full annual retainer given active direc- 
tors. Honorary directors are not permitted to vote on 
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board decisions, but efforts are made to keep them in- 
formed, to encourage their participation in discussion at 
meetings, and to promote their general interest in the 
company’s affairs. One machinery manufacturer de- 
scribes its practices in this regard, as follows: 


‘‘For both inside and outside directors we have recently 
started a custom whereby retiring directors who have served 
ten years or more are elected to an honorary status. These 
honorary directors have no official status, but we do invite 
them to return to the company’s board room once every six 
months, and we bring them up to date on the affairs of the 
company. We pay them their regular meeting fee and traveling 
expenses for these two meetings a year. 

‘Up to this time we have only had three honorary directors 
and we have had them join our regular board meetings on these 
twice-a-year meetings. But as we increase the number of our 
honorary directors, we may have special meetings for them 
twice a year.’ 


RETIREMENT INCOME AND CONSULTATION 


None of the firms surveyed provides retired directors 
with retirement income in the form of a pension. Retired 
directors receive income from the companies only when 
they are elected to honorary status or are retained as 
consultants. For good business reasons, a few firms have 
retained former directors for advice on general or 
specific questions. The arrangements for such consulting 
activity in most cases involve special agreements with 
selected individuals, who receive retainers. 

More unusual is the approach of one hardware com- 
pany which recently adopted a policy whereby it will 
_ retain as consultants all its outside directors who retire 
in the future. The reasoning behind the plan is that these 
men, who are sixty-five years of age at retirement, have 
“valuable knowledge of the affairs of the company.” 
They are paid $100 a year for each year of directorship 
service. They must, however, be available for consulta- 
tion at the company’s offices up to ten times a year and 
accept some restriction on the activities in which they 
may engage. 


HANDLING INCAPACITY TO SERVE 


The steps taken by respondents to relieve directors of 
their responsibilities when they become incapacitated 
during a term of office depend largely on whether the 
disability is obviously permanent. If it is, the board will 
probably take deliberate action. But if the director is 
likely to recover, the situation will be treated as the 
circumstances appear to warrant. Nearly all respond- 
ents say they have no formal policy or practice covering 
the matter, and many have had no experience with it. 
Because the problems of incapacity are, in large part, 
individual problems many firms believe it is impractical 
to have formal policies concerning them. 

As long as his recovery is likely, the disabled director 
is retained on the board by most reporting firms. The 
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other directors handle the situation as they think appro- 
priate and share any formal duties among themselves. 
If the man’s disability extends to the end of his term, 
many firms indicate that he would not be renominated. 
According to one machinery manufacturer: “‘In all such 
cases, a personal discussion is had with the director in 
question, or at least a friendly letter explaining the basis 
for the board’s action is written.’ However, where there 
is doubt about the outcome of the disability the usual 
course is to delay action until the case develops. 


Permanent Disability 


In contrast, when a disability is already extended or 
is almost certain to be permanent, the director is 
normally asked to resign or is removed by board action. 
Some companies rely directly on their by-laws, which 
render a director’s office automatically vacant if he is 
unable to fulfil his duties. When this becomes necessary, 
the board makes a deélaration to this effect and then 
appoints another man to serve until the next annual 
meeting. A few companies report having an understand- 
ing with directors that they will automatically resign 
when seriously incapacitated, and many other firms 
would expect them to do so. If a disabled director does 
not resign, and the board does not wish to take direct 
action, he is permitted to finish out his term but is not 
nominated for reelection. The fact that many firms have 
one-year terms usually simplifies the problem. 

Several responding companies have built-in arrange- 
ments that help to avoid any difficulty on the board 
itself or embarrassment of the disabled man. For ex- 
ample, one firm with an inside board provides alternate 
directors who assume full responsibility if any of the 
directors should become incapacitated. A communica- 
tions equipment company, among others, has an ar- 
rangement whereby “between annual meetings, the 
majority of the directors then in office may increase the 
number of directors within a stated maximum. This 
provides flexibility so that the board can defer immedi- 
ate action with respect to an incapacitated director.” 

Still other respondents find it practical to delay any 
action regarding any disabled director to what they 
consider to be the most appropriate time, inasmuch as 
their boards can function effectively without full par- 
ticipation for limited periods. 


CHANGING BOARD MEMBERSHIP 


“Turnover of directors should be related to ability to 
properly serve. Any rigid policy regarding it would be 
inappropriate.” This remark of a steel company execu- 
tive expresses the view of most cooperators in the sur- 
vey. Except to the extent that compulsory retirement 
arrangements increase the rate of change in board mem- 
bership, action to encourage turnover is confined to 
individual cases. 

None of the executives commenting on the desirabil- 
ity of turnover believes in changing directors merely for 
the sake of change; but many do think that a limited 
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amount of change is good for their companies. Such 
respondents usually suggest that the rate of turnover 
should be slow, with some mentioning that their com- 
panies’ retirement policies tend to achieve the desired 
result. Turnover that is unrelated to age or to some 
factor that disqualifies a director is generally regarded 
as undesirable. 


Advantages 


The principal benefit reportedly derived from moder- 
ate turnover among directors is that it provides oppor- 
tunities to bring new skills and new points of view to 
the board, thereby giving it greater capacity to cope 
with current problems. The spokesman for a structural 
metal company believes this is so “not necessarily be- 
cause of lack of efficiency or interest among older mem- 
bers but because of the need for new blood and a fresh 
point of view in all large organizations.”’ Also, com- 
panies mention frequently that a changing board mem- 
bership provides incentive to and makes room for their 
younger men. 

Some executives point out that a board can get out of 
balance owing to changes in the skills and views of 
directors while they are members. One objective of 
gradual. turnover is to prevent this from occurring. As 
one paper company executive explains: ‘“We try to keep 
a reasonable balance between younger men and older 
men and also a good balance from the standpoint of 
ability and experience in the various functions, such as 
finance, marketing, manufacturing, research and others.” 


Disadvantages 


Executives who prefer not to encourage turnover on 
their boards tend to give great weight to the knowledge 
of the company acquired by directors of long standing. 
These respondents emphasize that board members are 
in a better position to advise and counsel management 
when they have the familiarity with company objec- 
tives, policies, markets, products, and with the eco- 
nomics of the industry that comes with continued 
service. Furthermore, many executives believe that the 
knowledge a director derives from long tenure is more 
valuable than the stimulation that might be derived 
from a new board member. 

The argument is given a slightly different twist by 
other executives who stress that because of the highly 
technical nature of their industry, or the infrequency of 
board meetings, new outside directors take a long time 
to become familiar with the company. Some report that 
it may take from one to several years for a new director 
to obtain sufficient knowledge “to enable him to be 
active in the formulation of board policies.” 


DELICATE SUBJECT 


Most executives cooperating in the survey express 
strong interest in having a board of directors that is 
alert and active. Therefore, they consider the policies 
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and practices that determine the board’s composition to 
be of primary importance. But they are also aware that 
efforts to alter the existing composition of a board must 
be made with caution. In this connection, the president 
of one metal processing company makes the following 
comment: 


‘Steps toward policies on the fenure and retirement of 
directors must necessarily be taken by the board of directors 
itself, and the subject is a delicate one. This is particularly true 
in the case of any directors who are near, at, or beyond normal 
retirement age from their regular business activities, since, for 
reasons of income, activity, prestige, or personal pride, they are 
normally desirous of being retained as directors for as long a 
time as possible.”’ 


JouHn R. KINLEY 
G. CLarK THOMPSON 
Division of Business Practices 


Business Bookshelf 


The Marketing of Consumer Services—This publication provides 
a classification of consumer services, analyzes the perform- 
ance of marketing functions in the selling of services, and 
presents certain historical data relating to the service trades. 
By Donald D. Parker. Bureau of Business Research, College 
of Business Administration, University of Washington, Seat- 
tle 5, Washington, 1960, 142 pages. $2.50. 


Management in Marketing—This textbook, with cases, provides 
both an over-all picture of the marketing function and 
detailed coverage of specific areas of operation. Its fourteen 
chapters are grouped under three headings: preliminary 
phases, management in specific marketing functions, and 
elements of managerial administration. By Hector Lazo and 
Arnold Corbin. McGraw-Hill Book Company, Inc., 330 West 
42nd Street, New York 36, New York, 1961, 657 pages. $8.50. 


Trademark Management: A Guide for Businessmen—An intro- 
duction to the use of trademarks beginning with selection 
and registration and closing with a discussion of related 
foreign problems. By the United States Trademark Associa- 
tion, 6 Kast 45th Street, New York 17, New York, 1960, 130 
pages. $3.00. 


Writing for Business—Selected Articles on Business Communication— 
This edition is a collection of twenty-nine articles, on the 
subject of letter writing, and report writing, written by peo- 
ple who are active in the field of business communications. 
Most of the articles appeared in business magazines during 
the last five years. Some of the subjects covered are in- 
quiries and acknowledgments, selling by mail, applying for a 
job, claims and adjustments, and credits and collections. 
Compiled by C. W. Wilkinson, J. H. Menning, and C. R. 
Anderson, Richard D. Irwin, Inc., Homewood, Illinois, 1960, 
third edition, 369 pages. $6.65. 


A History of the Department Store—This book is a compilation 
of biographical sketches of leading department store organ- 
izations and well-known personalities. Its emphasis is 
primarily historical rather than analytical. By John W. 
Ferry. The Macmillan Company, 60 Fifth Avenue, New 
York 3, New York, 1960, 387 pages. $6.95. 
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Selected Family Characteristics by Schooling of Family Head 


Elementary School High School College 
All Families 0-7 years completed 1-3 years completed 1-3 years completed 
PAMILIES: Millions. 0 45.1 82] 8.8 ee Hg 3.9 43 
Distribution. 2 100.0% oe 104%. 198%, 250, 8.6% 9.6% 
Median size.3 22. 8 3.3 30: 35 os) 408.5 30: 
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2a ae 21.1 11.0 hes} 25.8 28.6 29.2 29.5 
35=44 ee 24.1 16.4 Oe 2a 31.0 Lea RE, 26.6 
A= Aa waren 21.0 Loe A 24.8 BAAS lees 20.0 isp 
50-04 eens 15.6 22.5 Peas Line 9.6 11.8 eee 
65 and over. . 13.2 25.9 19.] Eo a8 6.3 8.5 
TYPE OF FAMILY: Husband-Wife..... 87.3% 80.3% 85.8% 87.6% 89.1% 15% 94.6% 
Allcother Wer eae reeeal: Pere 19.7 14.2 12.4 10.9 Sie) 3.4 
WIFE'S EDUCATION: Elementary school 38.9% 85.6% 68.0% 37.0% 16.6% 11.0% 4.8% 
High school. ... 43.7 IPS kno 56.4 62.4 3Oe7 22a 
Gcilegecra een AeA, jag 4.2 6.6 S210 9358 Yau 
CHILDREN: Families having......... 56.7% 40.4% 44.9% 62.9% 67.2% 64.3% Ov 27 
Metanllehs nie Sock a eae 18.4 12.6 15.9 20.9 2h PAGS) 20.7 
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SHOnaiOnen fuente 20.0 He. 825) 16.7 AG 21 iy 216 215) 
Ever born per I 000: wives!. 2,188 3,118 2,465 2,347 1,940 (Pet2 1,592 
Families with child under@. 30.79% 18.9% | 20.29% , 83.0% sy Boge, nazis oun ee 
Distribution all children.... 100.0% 14.6 Rela) 21.0 28.7 9.3 10.9 
FAMILY INCOME: 
Under $3,000 annually.... 24.1% 52.7% 29.4% 20:75 1249 11.0% 5.4% 
$3,000-$5, 000 san es 24.7 23.4 29.4 28.5 26.0 18.] 11.0 
$5,000+$7 000) us AN 24.4 14.3 22.4 27.9 30.4 2/44 22.3 
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$10,000 and Gyars as sues 10.0 2.95 5.9 7Oe 10.1 19.4 32.0 
Income distribution?....... 100.0% 1] 17 18 27 1] 16 
MEDIAN INCOME: — All families...... $5,087 $2,813 $4,386 $5,049 $5,667 $6,529 $8,143 
Head: 25-34..... 5,207 PO Oe a were 4,705 5,399 6,214 7,248 
2074407 704 Spehiee 4,785 5,444 6,020 7,046 8,568 
45—-54..2.- 8,738 S098 5,095 2713 6,488 8,054 1O;775 
D504 ee 5,1 O38 307 | 4,776 5,714 6,651 6,914 9,330 
e 65 and over 2,666 1,994 2,983 3,100 3/1 4,313 4,940 
WIFE WORKING: All families... ... 30.4% ( 23:59, ) if 31.075 ‘peel 35.4%, } 
Child under 6 present. .... 17.7 if 14.] ) ( 17.6 Poot 2035 ) 
Husband's income under $6, 000, : 33.7 ( 24.2 ) ( 36.4 Tee 48.3 a 
RESIDENCE: Standard metropolitan area 60% ( 49% ) 625% 657, ( 73% ) 
(Households) Central City. ... 33 ( 28 ) i) 36 ( 37 ) 
Outside City.... 27 ( 2] ) Zi, 29 ( oO ) 
Nonmetropolitan area.... 40 ( 5] ) 38 ep) ( 27 ) 
HOUSING STATUS: Own home...... 61% 62% 65% 57% Bis ( 6a ) 
(Households) ONTGR acreage 39 38 Go 43 42 f Bye ) 
OCCUPATION:? Professional, technical. . 10.7% O87, rao, 21% 6.39%. 318.2% 59.79,: 
Managers, proprietors. . 13.9 73 we 0:0 Tes 15.8 24.7 18.6 
Craftsmen, foremen.... 19.5 13.7 23.4 25.9 23.) 12.9 3.8 
Sales, service, clerical. . 19.0 IP ior 14.6 eee) 25.2 29.7 14.4 
Operaives. (5 pias on 19.5 22.9 26.2 27.6 18.4 (oh) 1.7 
laborers.) 2 etek 10.5 28.5 11.8 10.2 5.8 So 0.6 
(Rey a7 beaeth BO Maaiale sey na 6.9 [peepee 12.0 20) oo a] leZ 
Note: Data for various characteristics available for different years; figures relate to 1957— 1 Educational classes in table head refer to wife's level of attainment, Data referring to 
1960 period. Figures in total column sometimes vary from those shown in this space in previous children ever born per 1,000 wives have been standardized for age. 
tabulations of family characteristics, owing to variation in years to which data apply; in some 2 Estimated by The Conference Board 3 Based on all males eighteen and over 


i ces universe has been differently defined. 
os Sources: Departments of Commerce and Labor; The Conference Board 
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Consumer Profiles: 


lll. Families by Schooling 


By 1970 there will be 40% more persons holding a 
high school diploma than there are today: over the 
same period the total adult population is expected to 
have increased by 17%. Thus, by the end of the present 
decade, 70 million consumers, or half the nation’s adults, 
will have at least completed secondary school; the frac- 
tion is now two fifths, ten years ago it was a third. 

Since better schooling generally fetches better earn- 
ings, the expanding prevalence of education is having a 
larger impact on the market than the population figures 
above suggest. It is estimated that by 1970 more than 
three fifths of total consumer spending power will be 
wielded by persons who have completed high school, and 
about half that amount by those who went on to college. 
These figures imply vast changes ahead in consumer 
demand. 

Studies show that there are some sharp differences 
in how the more extensively schooled spend their money 
as compared with those with relatively modest training. 
For example, it has been found—keeping income con- 
stant in all these comparisons—that the better tutored 
spend more for apparel, home furnishings, major ap- 
pliances, medical and personal care, and entertainment. 
Those who have had less time in the classroom tend to 
spend more for, among other things, food, cleaning and 
household items, and packaged medications. 

On the specific product level, education makes even 
a bigger difference than is indicated by examining the 
broad categories of expenditures. Though the better 
trained buy relatively less food they are heavier pur- 
chasers of refrigérated baked products, frozen citrus 
juices, processed sea foods and fowls, and many other 
food specialties. Meanwhile, other families .consume 
more canned goods, fresh foods, soft drinks and beer. 

This is the design found throughout the entire com- 
modity spectrum: education makes a difference, and 
often a sharp one, in the consumer’s choice. It affects as 
well the selection of particular brand names, point of 
purchase, and exposure to advertising media —a dimen- 
sion of major relevance in marketing. 

The shifting pattern of educational attainment and 


the pertinence of that variable in the merchandise mix 
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of consumer demand suggest a closer look at the char- 
acteristics of the nation’s families grouped according to 
length of schooling. The following comments highlight 
the differences among the groups. 


Some Elementary School 


There is an inverse relation between age and years of 
schooling. Of all family heads who have less than a full 
elementary school education, roughly three out of every 
four were born prior to the First World War. The dis- 
proportionate representation of persons over forty-five 
in this educational group explains the relatively low 
frequency of households with children present. In actual 
fact, women with relatively modest schooling bear more 
children than their more extensively trained contempo- 
raries. However, the offspring of many families in this 
group are over eighteen and are listed as adults in 
population statistics. 

As would be anticipated, the group ranks low in the 
income scale. A majority of all families earn less than 
$3,000 annually, about three fourths under $5,000. The 
median income is about half that averaged by all the 
nation’s families. Nor is this a by-product of the group’s 
age composition. With age kept constant, we find 
median incomes running substantially below par for 
each age class. Well over a fourth of household heads in 
this category are occupied as laborers, a ratio that is 
more than twice the average for the nation. There is 
also a markedly heavy representation of farmers. 


Completed Elementary School 


Financially, this group is substantially better off than 
the one preceding, though earnings are still below par. 
Now only three fifths of all families earn less than $5,000, 
while close to one in five makes over $7,000. The median 
income has increased by about 50%. We again find that 
a relatively large number of family heads are farmers, 
but now there are proportionately fewer laborers. A 
larger than average percentage of persons are also em- 
ployed as operatives. 

The family profile of this group is in many ways 
similar to that of the one preceding. Now, two thirds of 
all principal family members are over forty-five, a pro- 
portion that is still well above the norm. There is a 
slightly greater prevalence of households with children 
present, but that ratio continues below average, partly 
because of the group’s age composition. 

Interestingly, the homeownership rate of this educa- 
tional class, and to only a slightly lesser extent that 
of the one preceding, is high. Close to two thirds of 
all families now own their homes. Two facts appear 
pertinent here: the high proportion of farmers and older 
persons that make up both groups. Studies indicate that 
the frequency of homeownership is appreciably larger in 
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families whose principal member is over forty-five than 
it is for younger households. 


Some High School 

This group is perceptibly younger than the one 
preceding. Now only two in every five families exceed 
forty-five, one in three is less than thirty-five. With 
this shift in age composition there is a sharp rise in the 
prevalence of homes with children: they are present in 
three fifths of the families. Households including a child 
under six have also become considerably more frequent. 

The family’s fortunes have improved impressively. 
The median income is now about equal to the nation’s 
average, though for younger couples it is still below par. 
Over half of all households earn over $5,000 a year, a 
fourth more than $7,000. On balance, this educational 
group—which includes a fifth of all families —exercises 
a somewhat smaller share of aggregate spending power 
than their number would suggest. The vast majority of 
family heads are employed as craftsmen, foremen or 
operatives. 


Completed High School 


Many of the developments noted in the preceding 
educational class are also to be observed in this group, 
which embraces a fourth of all families. The “growing 
younger” process, for instance, continues; less than a 
third of all household heads now are over forty-five, 
while for the nation the ratio is one in two. More homes 
have children, proportionately more have youngsters 
under six. There are, however, far fewer children born to 
_ women who have attained a high school diploma than 
to those with less book learning. 

The income status of this class is better than that of 
the one preceding. Now in excess of three out of five 
familiés earn over $5,000 annually, one in three more 
than $7,000. Median incomes are above average for all 
age categories, and significantly where the household 
head is over forty-five. About a fourth of all principal 
wage earners are employed in service and clerical pur- 
suits, roughly another fourth as craftsmen or foremen. 

There is no perceptible change, compared to the 
preceding group, in either residence location or in home- 
ownership. Increased average income would suggest 
more extensive home buying and suburbanization, but 
in actual fact the financial position of these families is 
only moderately improved. Also pertinent is the rela- 
tively larger number of younger persons. 


Some College 


The relation noted earlier wherein average age de- 
clines as educational accomplishment increases no longer 
applies here. A significantly larger proportion of this 
group, as compared with the one above, is over forty- 
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five. This results from a relatively modest representa- 
tion here of the 35-44 age bracket, the generation which 
had its college-age years mostly in the war period. 

With the increase in the proportion of persons over 
forty-five—to almost two in five—we also find some 
decline in the prevalence of homes with children present. 
However, that ratio is still close to two thirds, which is 
well above average. 

In terms of earnings, college training, even if incom- 
plete, makes a big difference. College credits not only 
bring more lavish pay than a high school diploma in the 
initial years of employment, but the difference widens 
later in the life cycle. For the age class 25-34, the 
median income of family heads with some college ex- 
ceeds that of high school graduates by about 15%; for 
the 45-54 class, the gap is 25%. Over 70% of all families 
that have had three or-fewer years of college exposure 
earn more than $5,000, and of those, three in five make 
$7,000 or more. 


Completed College 


The age configuration here largely duplicates that of 
the preceding category. The observations made in that 
connection are also applicable here. The only notable 
difference between the groups is the small number of 
families under twenty-five found in this instance. Young 
persons completing college work are prone to delay 
marriage. 

Children are present in about two thirds of the homes 
in this category, a small advance over the ratio of the 
prior one. A modest increase in the proportion here of 
families 25-44—the age bracket which has by far the 
highest prevalence of youngsters—may explain that. 
The substantial frequency—more than two in five in- 
stances —of homes with children under six suggests that 
the more extensively schooled have babies at a slightly 
later age than other families. Certainly they have fewer: 
in the course of her lifetime the college trained female 
produces barely half as many offspring as the woman 
who did not complete the full elementary school course. 

Although less than 10% of all households are headed 
by a college graduate, these households have at their 
disposal 16% of total spending power. The median 
income for the group is 60% above the nation’s average; 
three fifths of all families earn over $7,000, and a third 
more than $10,000. The principal wage earner in three 
out of five instances is occupied in a professional or 
technical pursuit, while close to a fifth are managers or 
proprietors. The figures suggest that well over one in 
three families lives in the suburbs and close to two in 
three own their own homes. 
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1960 1961 
Series Unit 
Sept. Oct. Nov. Dec. Jan. Feb. p Mar. p 
Income 
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Disposables(S' A) Woon fat acai sn sucn ty Billion dollars || Po Ao) [Viv S581 ooze 
Origins of personal income 
Wages and salaries (§ A).............. Billion dollars 286.2 286.1 284.7 1282.4 282.4 r281.9 283.0 
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Unemploymedn(S)iociscich csecen cc saci Thousand persons r4,037 4,414 r4,389 14,819 4,736 4,891 4,969 
Hours and earnings 
Average weekly hours worked........... Hours 39.5 39.6 39.2 38.6 38.8 r38.9 39.1 
Average hourly earnings............... Dollars 2.30 2.30 2.30 2:32 2.32 12.31 2.32 
Consumer credit 
Total credit outstanding?............... Million dollars 54,265 54,344 54,626 56,049 55,021 54,102 n.d. 
Instalment extensions (S)................ Million dollars 4,125 4,108 4,134 4,007 3,869 3,803 na. 
Instalment repayments (S).............. Million dollars 3,958 3,994 3,946 3,931 3,972 4,011 n.a. 
Consumer funds: inflow and outgo 
Currentireceipts a. siocce sls ae ames sisi ae Billion dollars il 96.7 IV 98.2 Lona: 
IORCHUINMOW nt ces phot he o's Bhat cmetel saniedesienely Billion dollars Ill 1103.0 IV 106.3 n.a. 
Expenditures for goods and services...... Billion dollars Ill 79.4 IV 88.6 | na 
WotalOuigorrs: sce we Reales Bete a Billion dollars iil 7101.0 IV 107.0 | na 
Personal consumption expenditures 
Total expenditures (S A)............... Billion dollars lll 328.3 IV 330.8 1 329.0 
Durables (SAS. <P Mee sctecytveiasa oises. 0 Billion dollars TT} 42.7 IV 43.2 I na 
NondurablesS°A) nce eee ic. ohh Billion dollars Il 152.7 IV 152.9 I na 
SOrvicest (SrA) A erat cis Mote oreo rd aeotanersr <ncre 4 Billion dollars Il 132.9 IVa 34:7 1 na 
Retail demand 
Retail sales: All stores (S)............... Million dollars 118,104 r18,543 118,398 r17,887 r17,773 17,913 18,097 
Retail sales: Chain stores? (S)............ Million dollars r4,249 14,264 14,269 14,245 14,195 4,262 n.a. 
Food sales 
Eoodistoresi( Ss) erties ta tian rite Siete aye Million dollars r4,456 14,507 r4,594 14,502 14,563 4,601 n.a. 
Restaurantsi(S) crn eerie Million dollars r1,337 11,344 r1,346 11,358 11,340 lesz n.a. 
Alcohol sales: Liquor stores (S)............ Million dollars r406 397 r418 r391 r422 41/2) seins: 
Tobacco: Cigarette removals‘ (S A)......... Billion units Ul 470 IV r472 I 478 
Personal care sales: Drug stores (S)....... Million dollars 632 637 r638 1633 r615 631 n.a. 
Apparel sales 
Total apparel stores (S)................ Million dollars r1,134 1,124 r1,130 11,100 1,144 1,148 na. 
Shoe storesi(S)) 2 oMwetun adams eee wee Million dollars 209 195 r192 r187 r197 203 n.a. 
Women's apparel stores (S)............. Million dollars r448 450 r444 r425 442 447 na. 
Men’s apparel stores (S)..............: Million dollars r215 1213 r211 r210 r224 215" ona 
Department stores: Total sales (S).......... 1947-49 = 100 144 150 142 147 142 r145 143 
39 
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Consumer Market Statistics (Continued) 


Pages in 1960 1961 
* a S ; U it 
cate basa sy Sept. Oct Nov. Dec. Jan. Feb. p Mar. p 
Furniture and appliance sales 
62 Furniture stores\(S) . 23 tas sore eee Million dollars r570 r580 r541 541 r528 503 n.a. 
64 Applianceistores (S)= .24 445 saoe = eras Million dollars r318 r315 r300 r299 316 307 na. 
66 Hardware: Retail sales (S)................ Million dollars r221 r217 r203 r221 r224 224 na. 
Housing 
68 New nonfarm housing starts> (§ A)........ Thous. dwell. units 1,040 1,200 1,203 r970—sr 1,078 r1,¥36, - 1,258 
70 Single family houses>.................. Thous. dwell. units 77.9 82.0 170.5 r48.4 r51.0 54.6 n.a. 
Multi-family structures>................. Thous. dwell. units 22.2 25.3 r24.5 123.2 120.1 22.0 n.a. 
Automobiles and related products 
72 Automotive dealers: Retail sales (S)....... Million dollars 2,971 3,203 3,150 £2,757. £2,651 2,698 n.a. 
New passenger-car registrations......... Thousand units 458.8 547.5 543.0 544.3 413.6 n.a. n.a. 
74 Gasoline station sales (S).............. Million dollars r1,465 1,481 1,464 11,502 11,465 1,468 na. 
Auto accessory store sales (S)........... Million dollars 1206 202 198 r213 r197 203 n.a. 
Service expenditures 
Housing (S'A}}<o..5 Aue toe erent Billion dollars lll 43.1 IV 43.8 | na 
76 Household operation (§ A).............. Billion dollars TT} 19.3 IV 19.6 | na 
Transportation (SA) sea sees ties ae Billion dollars lll 10.5 IV 10.5 fo one 
Advertising expenditures 
80 Combined media (S)................5. 1947-49 = 100 235 246 234 235 234 na na 
82 Magazines: (S) 0.20) tere ae 1947-49 = 100 181 208 175 181 194 n.a. n.a 
Newspapers'(S) o).fti ioe ee ae ee 1947-49 = 100 205 203 202 209 206 na n.a 
Network television (S)................. 1947-49 = 100 492 507 S13 500 479 n.a. na 
84 Notwork'Fadio(S):. 2 2s. cease Saseee 1947-49 = 100 22 21 22 18 18 n.a. n.a 
Spot television (<.2:...55...samaeeew saan Million dollars ill 125.0 IV 63.1 | nea 
Consumer price index 
Allitems Jstinocce oa isin ache ores res een me ere 1947-49 = 100 126.8" 127-3 L27AA A275 Sel2 724 127.5 127.5 
88 Durables... nics 02 oe eee 1947-49 = 100 110.0 110.9 110.7, 110.8 = =110.2 110.3. 109.9 
e Nondurables tes 2).2 ino. poke ena 1947-49 = 100 120.3 120.7 1209) 1210) i207 120.8 120.7 
DOLVICOS's + &. noche toils PioM eae eee 1947-49 = 100 150.8. 1512 LSS) tare e Pst 151.9 152.2 
90 Foods 3 2 c-csi/dyeae eae ace Cee ee 1947-49 = 100 120.25 20:9 121.1 121.4) 321.3 121.4 121.2 
Apparel st. sof Foie Sw hoe ae eee 1947-49 = 100 TOS ye t:O 110.7 *- 1106 -109:2 109.6 109.6 
Housefurnishings. = 2k tua ee eese ee 1947-49 = 100 104.1 104.0 104.0 103.9 103.6 103.7 103.9 
92 Appliances... tu.) Seo. eae 1947-49 = 100 82.1 n.a. n.a. 81.4 n.d. n.a. n.a. 
Automotive group snes. sae ce) ee 1947-49 = 100 T3245 138.5 139.1 139.0 139.0 137.9 138.1 
Production and distribution 
96 Processed foods: Output (S)............. 1957=100 110 110 109 109 110 110 na. 
98 Apparel: Output. (S) cep. 2 nee terre 1957 =100 113 114 114 r111 r108 110 na. 
100 Furniture and rugs: Output (S)........... 1957=100 119 115 114 113 109 109 na. 
102 Appliances: Output (S))). 0.600. nus 1957 =100 110 112 114 r116 r116 UES n.a. 
Television and radios: Output (S)......... 1957 = 100 93 82 78 82 80 r94 96 
104 Autos:/Output(S) «5 Skat ae es en 1957 =100 119 123 109 97 78 73 71 
Domestic new car stocks................ Thousand units 856 914 960 r995—- 1,023 1,007 932 
1—Includes rental income of persons. 2—End of period. 3—Eleven or more stores. 4—Tax paid. 


5—New series. Comparable figures for earlier months will be made available when issued. 


p—Preliminary. r—Revised. e—Estimated. 


S—Seasonally adjusted. 


|-1'V—Denotes quarterly figure. 


A—Annual rates. 


n.a.—Not available. 


* A Graphic Guide to Consumer Markets, prepared by The Conference Board, sponsored by Life. This table provides the information required for the updating of the indicated Charts in the Guide. 
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Indirect Taxes in the National Accounts 


The Associate's Question 


The note to your Road Maps of Industry (1312), ‘'The 
Consumer Dollar,’’ indicates that your chart fails to account for 
22 cents in 1940, 21 cents in 1950 and 24 cents in 1960. | am 
very interested in any information you have on direct taxes as 
part of the amount unaccounted for. | presume that all the items 
you have charted do include indirect taxes. Any further informa- 
tion you can give me in this respect would be much appreciated. 


The Board’s Answer 


In reference to Road Maps of Industry, No. 1312, the un- 
charted portion of disposable personal income does not contain 
a tax component, but includes consumer expenditures for 
medical care, personal business, private education, religious 
and welfare activities, foreign travel, and a few other con- 
sumer goods and services. 


I, RELATIONSHIP OF GROSS NATIONAL PRODUCT TO PERSONAL 
INCOME IN 1959 


Billions of 
Dollars! 

1. Gross national product 482 
2. Less: | Capital consumption allowances 40 
3. Indirect business tax and nontax payments 43 
4, Total of: 63 
5 Business transfer payments 
6 Corporate profits and inventory valuation adjust- 


ment 


7h Contributions for social insurance 
8. Excess of wage accruals over disbursements 
2: Statistical discrepancy 
10. Plus: Total consisting of: 48 
11. Subsidies minus current surplus of government 
enterprises 
12. Government transfer payments to persons 
13! Net interest paid by government 
14, Dividends 
15. Business transfer payments 
16. Equals: Personal Income 383 


Indirect taxes are included in consumer expenditures. 
Personal direct taxes are omitted from both disposable income 
and consumption expenditures. They are, however, a part of 
total personal income. Property taxes, which are probably 
your main concern, are not treated by the Department of 
Commerce in its system of national accounts in the same man- 
ner as other personal taxes. The Department regards home- 
ownership as a business in much the same way as it does 
rented housing: it is assumed that the homeowner purchases 
housing services in his capacity as tenant. 

Thus a space rental value (the sum for which a particular 
house could be rented) is imputed to owner-occupied housing 
and is treated as part of personal consumption expenditures 
for housing. All costs of running a home are implicitly included, 
but individual expenses such as property taxes cannot be 


MAY, 1961 


separated. Actual property taxes on owner-occupied homes are 
considered—as are taxes on other real estate—as indirect 
business taxes. In 1959, for example, 3.9% of personal income 
went to property taxes. In assuming that homeowners receive 
rental income, the Department of Commerce deducts expenses 
(including taxes) from the imputed gross value. In order to 
derive this rental income, the proportion of total property tax 
paid by homeowners is estimated by the Department of Com- 
merce but the estimates are not published. 


Il. RELATIONSHIP OF PERSONAL INCOME TO PERSONAL CON- 
SUMPTION EXPENDITURES AND PERSONAL SAVINGS IN 


1959 Billions of 
Dollars! 
1. Personal Income 383 
2. Consists of: Wages, salaries and other labor income 
3. Proprietors’ income 
4, Rental income of persons 
5: Dividends, personal interest, transfer payments 
6. Less: | Personal tax and nontax payments 46 
7. Equals: Personal disposable income 337 
8. Less: Personal consumption expenditures 314 
(Includes space rental value of owner-occupied 
dwellings) 
9. Equals: Personal savings 23 


The relationship between expenditures and income and the 
placement of property taxes in the national accounts can per- 
haps be better understood by referring to the accompanying 
tables. You might first look at the accompanying table IT. Our 
Road Map was based upon the distribution of personal dispos- 
able income (item 7 in table IT). We showed a breakdown of 
this major component into personal consumption expendi- 
tures (line 8) and personal savings (line 9). 
Ill. GOVERNMENT RECEIPTS 


Billions of 


Dollars! 

1. Personal tax and nontax payments 46 
2. Federal 40 
3. State and local 6 
4, Property tax? 

5. Indirect business tax and nontax payments 43 
6. Federal 13 
7. State and local 30 
8. Property tax 1S 


Personal income is derived from gross national product by 
adding and subtracting certain items which appear in table I. 
One of them consists of indirect business tax and nontax pay- 
ments (line 3). Included in this item are the property taxes 
imposed on homeowners on occupied houses as well as other 
real property. A summary breakdown of all these indirect tax 
and nontax payments appears in table III (lines 6, 7 and 8). 


Division oF INFORMATION SERVICE 


Footnotes to tables 
1 Details may not add because of rounding 
2 Property tax not deductible as a business expense 
Source: Department of Commerce 
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Selected 


Business Indicators 


1961 1960 
Chartbook Series Unit see 
Pages March p Februaryr January March 
Industrial production 
"Total. 2s sic a SR pha Oe Sta ee eee 1957=100 S$ 102.4 101.9 102.3 109.1 
Durables manufacturing == yi... ..-2 oe ee © eee ee 1957=100 S 94.6 94.3 94.6 107.8 
1 Nondurables manufacturing: .2)5.-15 0s) 4 en 1957=100 S 110°2 110.4 110.3 112.0 
Mining so Mi psc ght toe Oe A oe eed ees eee 1957=100 S 95.7 95.9 97.9 95.8 
WLiteS yy SRA ee ee eae ee eens 1957=100 S 126.2 126.1 126.1 123.6 
Wholesale prices 
All commoditiesiniac.. qe ats oy a he ceeeneeatooeks 1947-49 =100 119.8 119.9 119.8 120.0 
4 Harm products) sorcerer ee. Reh eee oe ees 1947-49 = 100 90.1 90.3 89.7 90.4 
Processed f00d6s+4 see. Wee eee Oe ee ee 1947-49 = 100 109.6 110.5 109.8 107.3 
Industrial: commodities). < onsite actus eben 1947-49 = 100 128.1 128.0 128.1 128.6 
Consumer prices 
Allhitémaigs oxen ce eee clone tals, eared etree 1947-49 = 100 127.5 127.5 127.4 125.7 
EGO isu, cben fave oohvass RecN epee eaten 1947-49 = 100 121.2 121.4 iA bs: i eed 
5 AIl other commodiviestra: baraaee ena etic aie lee 1947-49 = 100 115.4 AESE5 115.4 V5 7 
Refithws oil F oS ae ae ees Ok te BEN ihe oe 1947-49 = 100 143.1 143.1 142.9 141.2 
AN 6ther:s@rvices (ent ssto-citele one Ge ea oo 1947-49 = 100 154.6 154.2 154.0 ihep es} 
Prices received and paid by farmers 
6 Prices KECEIVER . 'f o abe ale por ateme chase orien araen aero 1910-14=100 243 244 241 241 
Prices paid? ages eee es eee een oe ete 1910-14=100 302 302 301 300 
Parity ratios i .A5 oc Nis tate cee SRO Aut cs eye 1910-14=100 80 81 80 80 
Employment and unemployment*> - 
Civilian labor force: unadjusted................. Thousand persons 71,011 70,360 69,837 68,473 
7 Civilian: labor force? adjusted,..2.): sa. ee are cates els Thousand persons S 72,166 71,943 71,481 69,586 
Civilian employment: unadjusted................ Thousand persons 65,516 64,655 64,452 64,267 
Civilian employment: adjusted 2 .52.: cctstee.-.- Thousand persons S 67,058 66,792 66,583 65,780 
Wnemployment fate cae tit ee ene % 6.9 6.8 6.6 55 
Nonfarm employment 
if a: £2) eee aie tooptaine PE Sulbt) | 2 5 SOR BA aN oe a Ae TIRE Thousand persons S$ 52,005 $1,981 52,232 52,823 
8 Manutacturing an nee eee erick oie ace cee Thousand persons S 15,493 155,532 15,676 16,509 
INOnmanufaActiring he) oon ls teers ae Sees Meee Thousand persons S$ 36,512 36,449 36,556 36,314 
Factory production workers in durables........... Thousand persons S$ 6,304 6,359 6,471 7,179 
Factory production workers in nondurables....... Thousand persons S as 5,099 5123 5,283 
Labor market conditions 
Help=warited Index. 05 soe se cio Ce eee 1957=100 S 81.1 79.3 79.9 105.4 
9 Wnemployment-rate!:). 5). eee ois bursa neiern ss UES 6.9 6.8 6.6 5.5 
ACCESSION TALE iv chs tua et oe els cee ees tS n.d. 2.9 3.2 3.36 
Lavoti raten dries Atom aos Pa oa oie nee cee eee: nS: n.d. 2a PH, 1.46 
Average weekly earnings of production workers 
10 Average, weeklylearnings)..:.dchioc asus dite ere ene ae ore Dollars 90.71 89.86 90.25 90.91 
Average weekly, hOUfS 1. <a: cake ta epee teen iets Hours 39.1 38.9 38.9 39.7 
Average hourhyearmings eu \o.2 en cee ee eee Dollars 232 2.31 7ERY: 2.29 
Personal income 
Totals eae ou. dale sie tick. e chsinys oe Billion dollars S A 409.6 406.2 406.6 397.0 
11 Babar incomietos” a, SY 002i Ne ee eae ae Billion dollars S A 283.0 281.9 282.4 280.1 
Other incomes... 52. .4ied es ise oe ae ee ae Billion dollars S A 136.0 133.7 133.6 126.1 
‘Transter: DAVMentSi soci hes COO eee ee Billion dollars S A 33.3 311 31.0 28.3 
Instalment credit 
Extensions i: Hee ya oR ate 6 tra eee Oe Million dollars S n.d. 3,803 3,869 4,197b 
14 Rena yments x tee oe, Foe ee Million dollars S n.d. 4,011 3,972 3,765 
a Change in’ ontstandinps! aac. oa) soe ee Million dollars S n.d. —208 —103 432b 
Amount outstanding'2. jae ate ocean eee ae Million dollars n.d. 42,264 42,782 39,785b 
New construction 
Total 4. cs craps eee Sees ete cer ee ee eee Million dollars S A 54,701 54,536 54,835 54,419 
1 8 otal, pLwate ls cites-a)s eine ais 6 50 ae hoe ee ee ee: Million dollars S A 37,579 37,248 37,884 39,203 
otal. publics. - sence oer eee oe eee Million dollars S A LE22, 17,288 16,951 15,156 
Private nonfarm! residential: en ane eee ene Million dollars S A 19,919 19,671 20,432 PINEAL, 
Private nonresidential. \. 5.5 see See Million dollars S A 10,611 10,749 10,712 10,032 
Business sales and inventories 
1 9 Total inventories!?)\., 3 misc ec, ocvcls, 21.) ee oreo Million dollars S n.d. 91,600 92,000 91,4006 
Dotak salesis ii.) jokin vide. Wane cle Sean eee Million dollars S n.d. 59,100 ‘58,700 62,2006 
Inventory-salesprations cn. .<, verdict eae bee eee a n.d. LSS 1S 1.476 
Retail trade: Sales and inventories° 
INVentories!? eave ko sch wes Saas aches nee Oa Million dollars S n.d. 24,850 25,150 24,8106 
20 ales. Pie RU A | Fee. toe ee ee Million dollars S 18,097 17,913 17,675 18,234 
Inventory-sales ratio: Durables.................. = n.d. 2.12 2.14 1.926 
Inventory-sales ratio: Nondurables............... = n.d. 1.07 1205 1.106 
Manufacturers’ Sales and inventories 
Enveritoriésl?igd pole Meo ees tecdh es oem erate Million dollars S n.d. 53,610 53,670 53,9006 
21 Sales. ssgicc ls os oni tee Ge ee Million dollars S n.d. 28,980 28,670 31,5806 
Inventory-sales ratio: Durables.................- * n.d. Peal 2.34 1.99b 
Inventory-sales ratio: Nondurables............... is n.d. 1.46 1.48 1.426 
Merchandise exports and imports 
22 Exports te tas ere ie ae Pec ne Bi eae eae ateee Million dollars n.d. 1,672 1,647 1,576b 
TMmpOttS shies teeta cc. et aah ein eden eee Million dollars n.d. 1,046 1,124 1,289b 
Export SULpIISH Don ace tactics meters one are era Million dollars n.d. 626 523 2876 
Federal budget receipts and expenditures 
23 Defense expenditures .6 fet tee ake hc te ee Million dollars 3,943 3,462 3,408 3,578 
For quarterly data see below 
Money supply and turnover 
Money: sup plye} 6 een aera ona ae nee eae ee Billion dollars 249.9 249.5 251.6 239.0 
24 Demand deposits adjusted and currency!?......... Billion dollars S 140.4 139.4 140.6 139.5 
Deposit, turnover: iNew York City nee a oe ae TTSA 61.1 63.7 57.0 57.9 
Deposit turnover: 337 other centers.............. ti ee 26.1 25.7 25.7 25.8 
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Selected Business Indicators (Continued) 


1961 1960 
eklertie Series Unit pees 
g March » Februaryy January March 
Bank loans, investments and reserves 
ORIN ae hee se ic, <5 0 ee eR EER 2A a oO EEE Million dollars 99,473 99,558 96,773 95,086 
25 TM VESEMENTS ea 4 eens Uh, <i neue cette ee eS, = 0 Million dollars 65,402 66,458 66,467 58,676 
GP AMR ERSUI Rey ok ae ean re a ERS eC NE A Oe veer Million dollars 38,060 37,399 37,462 37,684 
Niet free reserves), A. Gucd Beet va deatees Sones wus Million dollars 476 Ys 696 —219 
Interest Rates 
Corporate: Aaa Bonds. chara ses otek «ae es % per annum 4,22 4.27 4.32 4.49 
26 Commercial paper, 4—6 months.................. % per annum 3.03 3.03 2.98 4.49 
Government Securities: Long-term bonds......... % per annum 3.78 3.81 3.89 4.08 
Government Securities: 3-month bills............. % per annum 2.420 2.408 2.302 3.439 
Diffusion index : 
7 LO AWiQUSMey MSH IO os alan he cu niece Son) oar oom Gok tach SE =aaUS —4.00 Stl OFS 
Mistusion index, -cumillative,... ct oe Anes sec eet ri 22.20 24.70 27.78 45.69 
Tudustiial progductionerc, i. jee as cee ees Cee 1957=100 S 102.4 101.9 102.3 109.1 
Eight sensitive business indicators 
Residential building contract awards............. Thous. sq. ft. fl. sp. S$ 110,171 86,228 107,730 103,783 
Commercial, industrial building contract awards... Thous. sq. ft. fl. sp. S 35,723 32,491 33,276 34,554 
INewvordersmdtivables <5 fo. win ee boos 2 Sara amie Bale Million dollars S 13,500 13,360 12,880 14,640 
28 AV CLA ERWORK WEEK 5 ois, hatte cies alsi-d oie tal by SST e Hours S 39.3 39.1 39.0 39.9 
Rawunaterials: prices ony. ele spake cal motte stents ots 1947-49 = 100 86.2 84.6 82.9 84.2 
Stock prices* industtialsvise. cicload eke le ee 1941-43 =10 67.27 65.45 63.07 58.44 
Newuincorporations! (y,).ain esate. sen owe ieeeur. Number S$ 15,056 13,782 13,754 15,852 
ESRSiitecem aMknCS.. Beck. b tees Aik htc: emi che ienand ere eh en Number S 1,416 1,430 1,344 1s ef 
Chartbook ‘ ; sd 4960 
Pages* Series Unit I IV Ill I 
Quarter p Quarter Quarter Quarter 


Gross national product 
y) MNOCAL, coe teats < eNee ERODE Rete Sah MMO ae Che eres 
Change in business inventories................5. 
Tetiyavall @ Leryn LS) ace ree ete een eRe RE ena Bae eae 


Billion dollars S 
Billion dollars S 
Billion dollars S 


499.5 503.5 503.5 501.3 
Te) ==3.0 0.6 11.4 
504.0 506.5 502.9 489.9 


Components of gross national product 
Personal consumption expenditures.............. 
3 Gross private domestic investment............... 
Net exports of goods and services................ 
Government purchases of goods and services...... 


Billion dollars S 
Billion dollars S 


Billion dollars S 


329.0 330.8 328.3 323.3 
61.0 66.0 70.8 79: 


104.5 102.1 100.7 97. 


Disposition of personal income 
Personal income: tn x ickan see ie tees 
1 2 Disoosable*personal. income ...2 2. eee es eee 


Billion dollars S$ 
Billion dollars S 


407.5 408.5 408.0 396.2 
eetial! 358.1 357.5 347.0 


A 

A 

A 

A 

A 9.3 
Billion dollars S A 5.0 4.6 3.7 Nez, 

A WieS 

A 

A 

A 


Personal consumption expenditures............. Billion dollars S 329.0 330.8 328.3 323.3 
Saving as per cent of disposable personalincome.... Per cent 7.9 7.3 8.2 6.8 
Discretionary income 
IDISCLELIONATY. WUCOME Ger. are 5 on ehrts ua .chnsnsaphn eran s Billion dollars S A 120.4 122.7 124.7 121.9 
DISGretionarye sds, (<5) 2l0 vis tus ete backereore is te Gusbensi = share Billion dollars S A 166.4 171.6 174.3 172.4 
13 Per cent changes over previous month: Personal dis- 
DOSADLE INCOME saree. eee Meieels. Salas hee Te Per cent —0.3 0.2 1.0 1.3 
Per cent changes over previous month: Discretionary 
POOLS Spd Co hk.o oetinl ta LAA Ge See ek tn eats Per cent —1.9 —160 0.6 2.9 
Corporate profits!’ 
INEtbetOre taxes. ch sa ice cacva sate evoustat hs aaduarer armas rae, Sales Billion dollars S A n.d. n.d. 41.5 45.3¢ 
15 plies ecu ica ae ee mee torte ore es ours ate ic Pe Rok A oS valae gioee ee Billion dollars S A mas n.d. 20.3 22.3¢ 
ING THDEOLUS te Ys nie BS spoccon ae Gaede mtuh eas onatisiameh ee ce a Billion dollars S A n.d. n.d. PANS} 22.9¢ 
Dividend payments... 1) as asasighats bie. aiaes Pape. Billion dollars S A n.d. 14.1 14.0 13.86 
Retainedicarnin oss .cf- 58 ees cue APN ee ee orn Billion dollars S A n.d. n.d. 7.3 9.3¢ 
Business expenditures for plant and equipment 
BOCA etree rte ee are eA lak eients, cual steers hues ac ee Billion dollars S A 34.40a 35.50 35.90 SS 
16 INGA ACE IIIS <5, eatsureeie caccdgw alae eeseay oe] 6 (os oes kage nee Billion dollars S A 13.80a 14.40 14.65 14.10 
Nonmanufacturing: Public utilities............... Billion dollars S A 5.60a 5.70 5.60 5,45 
INOHIMaANtiACtUITIN eAOGMEE sec) aeeeuske es susie ely ae eae Billion dollars S A 15.00a 15.40 15.65 15.30 
Capital appropriations 
EXT DEODELALIONGE) Wel wenn SOR Tete AEN rnalts re Stee ee Billion dollars S A n.d. 2.17 1.79 2.516 
FED DETICUCLIEES me ey a eee etna asc asks = eure siausne aca Billion dollars S A n.d. 2.06 2.24 1.886 
17 [@hangounbaciloge nasa ntes tc es ve wslasiege cart +s Billion dollars S$ A n.d. 010d thsi 0.556 
New appropriations: Durables........... Fats AEE Billion dollars S A n.d. 0.71 0.83 1.265 
New appropriations: Nondurables................ Billion dollars S A n.d. 1.46 0.96 1.256 
Federal budget receipts and expenditures 
REGS COMMENT Hine cutee can eertidial dicen Sisiet ays, wae ewe Million dollars 19,907 16,766 18,563 21,684 
23 Expenditures, Saimmpanl SWS 5, Gai at Coe Million dollars 19,718 20,449 19,768 18,722 
Surplusior detieltiakee oh aca ace tise nous. =o enti Million dollars 189 — 3,683 e205 2,962 


For monthly data see above 


Sources: Federal Reserve; Department of Commerce; Bureau of Labor Statistics; 
Department of Agriculture; B. K. Davis & Bro. Advertising Service; Securities and 
Exchange Commission; Treasury Department; Moody’s Investors Service; F. W. 
Dodge Corporation; Standard & Poor’s Corporation; Dun & Bradstreet; National 
Bureau of Economic Research; THE CONFERENCE Boarp. 


1 Excluding farm and food. 2 Including interest, taxes, and farm wage rates. 3 Prices 
received divided by prices paid. 4 Series redefined in 1953, and in 1957.5 Includes data 
for Alaska and Hawaii, beginning in 1959 for employment and new construction, in 
1960 for retail trade. ® Unemployment as per cent of labor force. 7 Includes nonproduc- 
tion workers. 8 Excludes personal contributions to social security included in compo- 
nents. ° Includes wages and salaries and “other labor income.’’ 9 Includes data for 
Alaska and Hawaii, beginning with January and August, 1959, respectively. !! Exten- 
sions minus repayments. !2 End of period. Includes grant-aid shipments. !4 Privately 
held; includes demand and time deposits adjusted to exclude U. S. Government and 


interbank deposits, and currency outside banks. All member banks; loans and in- 


MAY, 1961 


vestments, Wednesday nearest end of period; net free reserves, average of daily closing 
figures. 16 Commercial, industrial and farm loans of weekly reporting member banks; 
Wednesday nearest end of period. Starting with July 1958, not comparable to earlier 
data; includes loans to non-bank financial institutions. 17 Includes Hawaii. 18 Gross 
national product less change in business inventories. 9 All data are before inventory 
valuation adjustment. “ Reflects cancellations, not shown separately. S—seasonally 
adjusted. A—annual rate. a—anticipated. For the II Quarter of 1961, anticipated out- 
lays are: Total, 33.80; Manufacturing, 13.60; Nonmanufacturing: Public Utilities, 
5.90; and Nonmanufacturing: Other, 14.30. b—February, 1960 for monthly data; 
IV Quarter 1959 for quarterly data. c—III Quarter 1959 for quarterly data. p—pre- 
liminary. r—revised. * End-of-month inventory, divided by sales during the month. 
+ Monthly rates per 100 employees. tt Debits divided by deposits. ¢t{ Diffusion index 
stated as the average duration in months of expansion or contraction. n.a.—not avail- 
able. “ Chartbook of Current Business Trends (1961 Edition), THz CoNFERENCE Boarp. 


’ Copies available to Board Associates on request 
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Announcements of 


Mergers and Acquisitions 
September 11, 1960—October 10, 1960! 


[Concluded from April Issue] 


Acquirer a 
Description and Assets in Millions 


Acquired Unit a 
Description and Assets in Millions 


Allied Stores Corp. ($263.2) 
Department store organization op- 
erator 


American 
($39.6 f . 

Hospital and laboratory supplies dis- 
tributor 

Archer-Daniels-Midland Co. ($107.6) 
Industrial chemicals, plastics, food 
and feed ingredients processor, mar- 
keter and distributor 

Associated Food Stores, Inc. ($6.7) 
Foods, meats, frozen and canned 
foods, dairy products, etc., wholesale 
distributor 

Automobile Transport, Inc. : 
(Sub. of American Ship Building Co.) 
($17.7) 
New car carriers operator 

Baruch-Foster Corp. ($3.9) , 
Oil and gas properties acquirer, de- 
veloper, and operator 

Ted Bates & Co., Inc. (n.a.) 
Advertising agency 

Beatrice Foods Co. ($118.9) 
Dairy and food products mfr. 

Bright Star Industries (over $1.0)* 
(Sub. of National Pneumatic Co.) 
Dry cells and flashlights mfr. 


Hospital Supply Corp. 


Brockway Glass Co., Inc. ($35.3) 
Glass containers mfr. 


Buckeye Corp. ($25.2) 
Poultry and livestock industry equip- 
ment, hunting and fishing products, 
and furniture mfr.; television com- 
mercials and films for industry, etc., 
producer 

Cardinal Colorprint Printing Corp. 
(Formed by merger of) 


C-E-I-R, Inc. ($2.3) 
Advanced analytical services to solve 
management and operating problems 
operator 


Century Natural Gas & Oil Corp. (n.a.) 
a 


Commercial Investment Corp. (n.a.) 


Commercial Plastics & Supply Corp. of 
Florida (n.a.) 


Consolidated American Service, Inc. 
(n.a.) 
Missile cleaning, inspection, etc., 


service operator 
Continental Fiberglas Corp. (n.a.) 


Crompton & Knowles Corp. ($27.2) 
Textile machinery mfr. 


Crown Brands, Ine. (n.a.) 


8. Curtis & Son, Inc. ($1.3) 
Paper packaging mfr. 
D'Arcy Advertising Co. (n.a.) 
Advertising agency 
Dashew Business Machines, Inc. ($2.1) 
Business machines mfr. 
Designer Yarns, Inc. (n.a.) 
Novelty twisted yarns mfr. 
Dominion Brake Shoe Co., Ltd. 
(Sub. of American Brake Shoe Co.) 
($121.8) 
Brake shoes, cast) steel wheels and 
track accessories, etc., mfr. 
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Mabley & Carew (Cincinnati, Ohio) 
(n.a.) 
Department store operator 
Southfield Gardens, Inc. (n.a.) . 
Landscaping and tree nursery busi- 
ness operator 


J & O Grain Co. (n.a.) nt 
Terminal grain merchandising offices 
operator 


Dependable Wholesale, Inc. 
(Wholesale grocery business of) (n.a.) 


Automotive Conveying Co. 
(Assets of) (n.a.) 
Automobile hauler 


American Steel Rolling Mills, Inc. 
(Assets of) (n.a.) 


Spitzer & Mills, Ltd. (Canada) (n.a.) 
Advertising agency 

Mitchell Syrup & Preserve Co. (n.a.) 
Preserves and jelly mfr. 

Charles Gulotta Co. 
(Mfg. assets of) (m.a.) é 
Bicycles and automobiles specialty 
products mfr. 

Celluplastic Corp. (over $.1)* 
Rigid and flexible plastic containers 
mfr. 

Da-Vinci Furniture Co., Inc. (n.a.) 
Wrought iron furniture mfr. 


Colorprint Corp. (n.a.) : 
Advertising materials printer 

Cardinal Press Corp. (n.a.) 
Advertising materials printer 

Engleman & Co., Inc. (n.a.) 


Special Corp. (over $.1)* 
Mechanical parts mfr. 
Silber Products, Inc. (n.a.) 
Mechanical parts mfr. 
Spiegl Farms, Inc. ($2.1) 
Food processor and freezer 
Florida Boat Shield Co. (n.a.) 
Plastic windshields for boats and 
plastic floor pads for desks mfr. 
Welders X-Ray Services (n.a.) : 
Welds, fuel tanks and pipes at missile 
bases tester 


Archer-Daniels-Midland Co. 

(Crosby Aeromarine div. of) (n.a.) 
Pleasure boats mfr. 

F. B. Redington Ca. (over $.5)* ; 
Cartoning, wrapping and_ special 
packaging automatic machines mfr. 

Ronas Corp.? (n.a.) 

(50% of the stock of) 

Farmingdale Associates Inc.? (n.a.) 

The Valley-National Corp. (over $.1)* 
Plastic packages mfr. 

Armstrong, Fenton & Vinson (n.a.) 
Advertising agency 

J. B. Carroll Co. (over $.1)* 

Precision plastic products mfr. 

Henry F. Thomas Mill (n.a.) 


Bridgewater Machine Co. (Canada) 
(Assets of) (n.a.) 


Have you filled out postcard insert facing page 1? 


Acquirer 
Description and Assets in Millions 


Acquired Unit 
Description and Assets in Millions 


Donaldson Co., Inc. ($5.0) 

Air cleaners for motors, mufflers, and 
heavy duty equipment, and garden 
products mfr. 

Reuben H. Donnelley Corp. (n.a.)_ 
Direct mail advertisers and periodi- 
cals and telephone books publisher 

Dorsett Electronics Laboratories, Inc. 

($1.4 


Electronic data handling and control 
systems, airborne telemetering sys- 
tems, etc., mfr. 


Dresser Industries, Inc. ($221.5) 

Oil and gas industry products mfr. 
and services operator 

Dumas Milner Corp. (over $1.0)* 
Detergent, starch, and other prod- 
ucts mfr. 

Duncan Electric Co. Inc. ($10.3) 
Alternating current watt hour meters 
and accessories mfr. 

Dunn Engineering Associates, 

(n.a.) 


Inc. 


Eaton Mfg. Co. ($156.1) 
Parts and equipment for the trans- 
portation, machine tool, and con- 
struction industries mfr. 


Eldon Industries Inc. ($5.0) 
Plastic toys and electric soldering 
tools mfr.; custom plastic molder and 
reinforced fiberglass components for 
the aircraft and missile industries 
fabricator 


Electrada Corp. ($3.0) 
Electronics, aircraft and missile prod- 
ucts designer, developer, and pro- 
ducer 

Electric Autolite Co. ($142.7) 
(Affiliate of Mergenthaler Linotype 


oO. 

Lighting, starting and ignition equip- 
ment and other accessories for motor 
vehicles and boats mfr. 


Englewood Electrical Supply Co. (n.a.) 
Electrical apparatus and appliances 
warehouser : 


Ernst & Ernst (n.a.) 
Public accountants and management 
consultants 


Evans Products Co. ($43.3) 
Railroad freight loading equipment, 
plywood and other wood products, 
ete., mfr. 

Federal Tool Corp. (over $1.0)* 
Plastic housewares, advertising spe- 
cialities, and premiums mfr. 


Federated Corp. of Delaware ($4.2) 
Creditor and financier 


Fenn Mfg. Co. (over $.5)* 
Special machines mfr. and machine 
designer 

Wm. A. Force & Co., Inc. (over $.5)* 
Marking and numbering machines, 
sarge dies, tools, and jigs, etc., 
mfr. 


Friend-Reiss Advertising (n.a.) 


Futterman Corp. ($43.5) 
Real estate business operator 


General American Transportation Corp. 
($375.0) 
Special cars to railroads supplier; 
freight cars mfr. and repairer, welded 
steel equipment, etc., mfr. 
General Foods Corp. ($512.6) 


Food and grocery products producer 
and distributor 


Hydrodyne Corp. (n.a.) 
(Controlling interest in) 
Components for missiles, rockets, and 
aircraft mfr. 


Gillette Publishing Co. (n.a.) 
Highway, construction, and main- 
tenance fields magazines publisher 
Electronic Organ Arts, Ine. (n.a.) 
Organ parts mfr. 


Electronics Inc. (n.a.) 
Industrial automatic control systems 
mfr.; cohsulting engineers 
Podbielniak, Ine. (n.a.) 
Centrifugal solvent extractors and 
packaged distillation plants mfr. 


pen pra Products, Inc. (over 


Pots and pans cleansers mfr, 


Davenport Mfg. Co. (over $.1)* 
Power supplies and other electrical 
equipment mfr. 

Sterling Precision Corp. 
(Engineering laboratory of, 
bridge, Mass.) (n.a.) 

Dearborn Marine Engines Ince. (n.a.) 

i engines for pleasure boats 
mfr. 


Cam- 


Knickerbocker Plastics Co., Inc. 
(Assets of) (7.a.) 
Spring toys mfr. 


Airite Products, Inc, (over $.3)* 
Propeller feathering systems, tita- 
nium pressure vessels, etc., mfr. 


Marshalltown Mfg. Co. (over $1.0)* 
Pressure gauges, thermometers, and 
hydrometers mfr. 


Schomer Electric Supply, Inc. (n.a.) 
Electrical apparatus and appliances 
distributor 

Everett J. Penny & Co. (n.a.) 

Public accountants 


General Plywood Corp. 
(Exec.-Units div. of) (n.a.) 
Office partitions mfr. 


Proven Products, Ine. (n.a.) 
Premium promotion programs de- 
veloper 

Federal Premium Service, Inc. (n.a.) 
Premium promotion programs de- 
veloper 


Townecraft Industries, Inc. 


(80% of the stock of) (n.a.) 
Housewares seller direct to consumers 


Liquid Wheel Machine Co. (n.a.) 


AAS Busines Machines, Inc. (over 


Electric time stamps, numbering and 
dating equipment, and check certi- 
fiers, etc., mfr, 
ee : Waters & Associates, Inc. 
n.d. 


eb g AA Motel (Glassmanor, Md.) 
n.d. 
Sapulpa Tank Co. (over $.1)* 

Steel grain storage tanks mfr. 


Max Dinisman Interests 
(Certain assets of) (n.a.) 
Barbecue sauce mfr. 


1See The Conference Board Business Record, November, 1957 and July, 1960, 
for sources and methods used in this compilation and an analysis and summary 
of recorded 1959 mergers and acquisitions 


2 (Sub. of Farmingdale Real Estate Holding Corp. which in turn is a sub. of 


I. Rokeach & Sons, Inc. 


* Estimated minimum capital from Thomas’ Register of American Manufac- 


turers, 1960 


BUSINESS RECORD 


Acquirer 
Description and Assets in Millions 


Acquired Unit 
Description and Assets in Millions 


Acquirer 
Description and Assets in Millions 


Acquired Unit jena 
Description and Assets in Millions 


Georgia Marble Co. ($13.0) 
Marble and limestone miner 


Georgia-Pacific Corp. ($277.7) 
Plywood, lumber, doors, and other 
wood products mfr. 


Giannini Scientific Corp. (n.a.) 
Gotham Broadcasting Corp. (n.a.) 


Gould-National Batteries, Inc. ($45.7) 
Storage batteries mfr. 


Green Giant Co. ($37.2) 
Vegetables canner 


Harn Corp. ($2.7) 
Baby nursery products mfr. 


Hathaway Instruments, Inc. ($8.7) 
Electronic equipment mfr. 


Leon Henderson & Associates 
(Formed by merger of) 


Hewitt-Robins, Inc. ($28.6) 
Material handling and processing 
equipment, conveyor belting, indus- 
trial hose, and power transmission 
machinery mfr. 


Holophane Co. ($9.0) 
Glass, fluorescent lighting appliances 
end equipment, and sand castings 
mfr. 


Howe Sound Co. ($73.3) 
Nonferrous metals producer, rolled 
aluminum sheet and coil products, 
copper, brass, bronze strip, and gray 
iron castings mfr. 


Hupp Corp. ($52.1) 
Appliances, aviation, and industrial 
products mfr. 


Idaho Maryland Industries, Inc. ($1.9) 
Aircraft components, pneumatic and 
hydraulic valves, investment cast- 
ings, storage and recording devices, 
testing services, space systems re- 
search, and liquid nitrogen freezing 
units mfr. 


Independent Oil Co. (n.a.) 


Industrial Marketing Services Co. 
n.d. 
Advertising and publicity agency 
Interchemical Corp. ($64.2) 
Printing inks, industrial finishes, tex- 
tile colorants, coated fabrics, carbon 
paper, etc., mfr. 


International Minerals & Chemical 
Corp. ($139.0) 
Phosphate rock and potash, complete 
plant foods, animal mineral-feed sup- 
plements, and foundry bonding clays, 
etc., producer 


Interstate Department Stores, Inc. 
$28.8) 


Department store chain, discount 
centers, and suburban shopping cen- 
ters operator 
Kaiser Steel Corp. ($475.1) 
(Controlled by Henry J. Kaiser Co.) 
Integrated steel producer 
Kayser-Roth of Canada, Ltd 
(Sub. of Kayser-Roth Corp.) ($70.1) 
Men’s and boys’ clothing mfr. 


Edward Krock Industries, Inc. (n.a.) 


Lehn & Fink Products Corp. ($15.5) 
Proprietary drugs, cosmetics, and 
sanitation chemicals mfr. 
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Hooker Chemical Corp. 
(Limestone quarry of) (n.a.) 


W. M. Ritter Lumber Co. (over $1.0)* 


Micro Balancing, Inc. (over $.1)* 
Dynamic balanciag equipment and 
photo-cell control devices mfr. 


Tare Electronics, Inc. (n.a.) 
Television components and broad- 
casting test equipment mfr. 


General Trading Co. (n.a.) 
(Sub. of H & B American Corp.) 
Automotive and industrial supplies, 
and agricultural equipment wholesale 
distributor 


Olympia Mushroom Farms, Ine. (n.a.) 
Mushrooms grower and processor 


White Shield Products Co. (n.a.) 


Sioux Radio Products, Co. (n.a.) 
Coils for radio, television, and elec- 
tronics industries mfr. 


Rappaport & Associates (Philadelphia, 
Pa.) (n.a. 
Management consultants 


Firm of Leon Henderson (n.a.) 
Management consultants 


Union Chain & Mfg. Co. 
(Assets of) (n.a.) 
Conveyor and power transmissions 
and cables mfr. 


Springfield Aluminum Plate & Casting 
Co. (over $.1)* 


Rca Smelting & Trading Corp. 
n.d. 


Gemco, Ine. (n.a.) 
Ejection and separation systems, 
ground handling equipment, hy- 
draulic components, and electronic 
materials for the missile and aircraft 
industries mfr. 

National Forging and Tool Co. (n.a.) 
Phases of metal frames, structures, 
and punch press products mfr. 


ITEECO Colorado Corp. (n.a.) 
Phases of metal frames, structures, 
and punch press products mfr. 

Plus Chemical Co. (less than $.1)* 

R. Richard Case Agency (n.a.) 
Advertising and art agency 


Vansul Corp. (n.a.) 
Pigment dispersions in rubber and 
plastic mfr. 


Vansul Colors (n.a.) 
Pigment dispersions in rubber and 
plastic marketer 
E. Rauh & Sons Fertilizer Co. (over 
$.5)* 


Fertilizer mfr. 


Topps Stores (7.a.) 
Discount retail chain operator 


North Hollywood Concrete Tile Co. 


n.d. 

Concrete building blocks mfr. 
Bluestone Co. (Canada) (n.a.) 

Men’s and boys’ sport shirts and 

neckwear mfr. and distributor 
Indian Head Mills, Inc. (n.a.) 


(Macon, Ga. worsted yarn spinning 
plant of) 


Dry-O-Scent Co. (n.a.) 


Lionel Corp. ($19.6) 
Electric trains and accessories, re- 
mote control relay switches for TV 
sets, and defense products mfr. 


Jonathan Logan, Inc. ($12.7) 
Dress mfr. 


Lumber Industries, Inc. (n.a.) 

McCann-Erickson, Ine. (n.a.) 
Advertising agency 

MeCrory Corp. ($119.0) 
Variety store chain operator 


Michigan Chemical Corp. ($17.0) 
Pharmaceutical, industrial, agricul- 
tural, and insecticidal chemicals mfr. 


Microdot, Inc. ($2.2) 
Miniature electronic components for 
missiles, satellites, etc., mfr. 


Miltod Corp. (n.a.) 
Investment firm 


Monsanto Canada Ltd. 
(Sub. of Monsanto Chemical Co.) 
($977.3) 
Diversified line of chemicals and 
allied products mfr.; integrated oil 
producer 


Murphy Corp. ($98.5) 

Petroleum, natural gas, and petro- 
leum products producer 

Nalley’s Inc. ($7.8) 

Food processor 
National Distillers & Chemical Corp. 
($508.6) 
Alcoholic beverages, chemicals, and 
feed products mfr. 

National Gypsum Co. ($250.9) 
Diversified line of related building 
materials mfr. 

National Key Co. ($4.6) 

Key blanks and key cutting ma- 
chines mfr. 


National Pneumatic Co., Inc. (over 
$1.0)* é 
Door control equipment, cylinders, 


valves, etc., mfr. 
National Theatres & Television, Inc. 
($113.4 


Motion picture theatres, radio and 
TV interests operator, television ma- 
terial producer, and distributor 


The New York Daily News (n.a.) 


Northern Propane Gas Co. ($675.0) 
(Sub. of Northern Natural Gas Co.) 
Natural gas distributor 


Nulomoline, Ltd. 
(Sub. of American Molasses Co.) 
($25.0) 
Granulated and liquid sugar and 
molasses mfr. 


Ohio Brass Co. ($24.8) 
Porcelain insulators, street car equip- 
ment, couplers, valves, and fittings 
mfr. 


Ohio Forge & Machine Corp. ($4.7) 
Gears, speed reducers and other 
power transmission equipment, forg- 
ings, etc., mfr. 


Ohio Oil Co. ($462.5) 
Crude oil and natural gas producer 


Anton-Imco Electronics Corp. 
(Assets of) (n.a.) 
Electronic and nucleonic instruments 
and devices, and missile components 
mfr.; aircraft engines overhauler 
Modern Juniors Lou Galowitz & Co., 
Inc, (n.a.) 
Women’s sportswear mfr. 
Gordon Lumber Co., Inc. (n.a.) 


Holst & Male, Inc. (n.a.) 
Advertising agency 

Oklahoma Tire & Supply Co. (n.a,) 
(80% of the stock of) : 
Home and auto supply store chain 
operator 

Food Machinery & Chemical Corp. 
(Anhydrous hydrogen bromide mfg. 
facilities of Westvaco Chloralkali, 
Div. of) (n.a.) 

Nacimco Products (n.a.) 
ee and cryogenic sensors 
mfr. 


International Swimming Pool Corp. 
(n.a. 
(Controlling interest in) 
Robinson Moulded Products Ltd. 
(Canada) (n.a.) 


rg of Robinson Cotton Mills, 
td.) 


Robinson Foams Ltd. (Canada) (n.a.) 
(Sub. of Robinson Cotton Mills, Ltd.) 

National Petroleum Corp. (n.a.) 
Petroleum products wholesaler and 
retailer 

IXL Food Co. (n.a.) 
Food processor 

Minnesota Liquid Fertilizer Co. 
(Operating assets of) (n.a.) 
Anhydrous ammonia distributor 


Allentown Portland Cement Co. ($19.3) 
Cement mfr. 


Shore Mfg. Co. (n.a.) 
Lighters, field glasses, etc., importer 


Janette Electric Mfg. Co. 
(Assets of) (n.a.) 
(Sub. of Victor Adding Machine Co.) 
Electric motors mfr. 

West Branch Television Services, Inc. 
(Assets of) (n.a.) 
Community antenna television sys- 
tem operator 


Concert Network 
(50% interest in WNCN, FM Broad- 
casting Station of) (n.a.) 

Blaugas Co. (Omaha, Neb.) (over $.3)* 
Propane bottle and bulk gas service 
operator 

Cygas Corp. (Neligh, Neb. and Sargent 

Bluffs, Iowa) (over $.1)* 
Bottled Natural Gas Co, (Ft. Dodge, 
Iowa) (n.a.) 

Blockton Oil Co. (Blockton, Iowa) 
(Propane properties of) (n.a.) 

Tmperial ee Co., Ltd. (Canada) 

n.a. 


Timpte Brothers, Inc. (over $1.0)* 
Trailers and truck bodies mfr. 


Cleveland Punch & Shear Works Co. 
(over $.5)* 
(More than 80% of the outstanding 
stock of) 
Mechanical forming presses for auto- 
motive, agricultural, and appliance 
industries mfr. 


Kinney-Coastal Oil Co. 
(Properties of) (n.a.) 
Oil producer 

R. E. Benson and Sons Oil Co. (n.a.) 
Service station operator 


* Estimated minimum capital from Thomas’ Register of American Manufac- 


turers, 1960 
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a ee 


Acquirer ‘ 
Description and Assets in Millions 


Acquired Unit 
Description and Assets in Millions 


Acquirer 
Description and Assets in Millions 


Acquired Unit 
Description and Assets in Millions 


One-Hour Valet, Inc. ($4.8) 
Dry cleaning and laundry 
operator 


Pfaudler Permutit, Inc. ($29.3) 
Glassed steel and alloy corrosion re- 
sistant, processing equipment and 
machinery, and water-treating equip- 
ment, and chemicals producer 


Plymouth Cordage Co. ($24.8) 
Rope and twine mfr. 

Producing Properties, Inc. ($25.4) 
Oil and gas properties investor and 
operator 


service 


Pulaski Veneer & Furniture Corp. ($2.0) 
Bedroom and dining room furniture 
mfr. 


Rand McNally & Co. (over $1.0)* 
Books, maps, atlases, banking publi- 
cations, tickets, and encyclopedias 
publisher and printer 

Random House, Inc. ($7.8) 

Book publisher and. distributor 


Raytheon Co. ($206.2) 
Electronic and 
equipment mfr. 


communications 


Richfield Oil Corp. ($422.3) 
Integrated petroleum and petroleum 
products producer 


Rudder Publishing Co. (n.a.) 


St. Regis Paper Co. ($494.5)! 
Printing, kraft and _ publication 
papers, paperboard containers, fold- 
ing cartons, etc., mfr. 


7 


Michael Saphier Associates, Inc. (n.a.) 
Industrial designers 


Sawyer Petroleum Co. (n.a.) 


Shoe Corp. of America ($50.7) 
Shoe retailing chain operator 


Simmons Co. ($96.6) 

General bedding equipment, steel 
furniture and upholstered living room 
furniture mfr. 

Simplex Wire & Cable Co. ($21.7) 
Insulated wire and cable for electrical 
purposes mfr. 

Soundscriber Corp. ($4.7) 

Electronic dise and magnetic record- 
ing, and dictating equipment mfr. 

Standard & Poor’s Corp. (n.a.) 
Financial advisory and _ statistical 
services publisher 

ped Rate & Data Service, Inc. 

n.d. 


Storkline Corp. ($2.8) 
Baby carriages, juvenile furniture, 
and wooden kitchen cabinets mfr. 


Studebaker-Packard Corp. ($165.0) 
Passenger cars and trucks mfr. 
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Sayve Corp. of America (n.a.) 


AeroChem Research Laboratories, Inc. 
(n.a.) : 
Contract basis research 


Wilson & Toomer Fertilizer Co. (over 
$1.0)* 


Various properties in nine Texas coun- 
ties (n.a.) 
(Purchased from Snowden Petroleum 
Co., South Texas Development Co. 
and 13 individual sellers) 
Oil and gas producing properties 


Morris Novelty Furniture Corp. (over 
S 1)* 


Novelty furniture mfr. 


C. O. Owen Co. (n.a.) 
Book printer and bindery operator 


L. W. Singer Co., Inc. (n.a.) 
Elementary and high school textbook 
publisher 


Beginner Books (n.a.) 


Panels Wires, Inc. 
(Assets of) (n.a.) 
Data processing equipment and com- 
puters supporting devices manufac- 
turing licensee 


Western Operations, Inc. ‘ 
(50% interest in Kenai Pipeline of) 


(n.a.) 
(Sub. of Standard Oil Co. of Cali- 
fornia) 


Boats (n.a.) 
(Purchased from Motor Boat Publi- 
cations, Inc.) 
Magazine 


Federal Container Corp. (over $.3)* 
Corrugated boxes mfr. 


Chemical Packaging Corp. (n.a.) 
Multiwall paper bags for packaging 
chemical fertilizers mfr. 


Cupples-Hesse Corp. (over $1.0)* 
Envelopes and shipping and mer- 
chandise tags mfr. : 


Cornell Paperboard Products Co. (over 
$1.0 


Paper boxes, folding cartons, etc., 
mfr. 


Lone Star Bag & Bagging Co. (n.a.) 
Atlantic Container Corp. (n.a.) 


Gene Tepper & Associates (n.a.) 
- Design organization 
Capital-Seaboard Corp. (n.a.) 
(Controlling interest in) 
Oil and gas wells owner and operator 
Armour & Co. 
(Winslow Brothers & Smith div. of) 
(over $1.0)* 
Sheepskin tanneries operator 


Fashion Furniture Mfg. Co. (n.a.) 


Hitemp Wires Inc. (over $.5)* 
Insulated wires and cables for high 
temperature use mfr. 

Minnesota Mining & Mfg. Co. 
(Magnetic dictating machine line of) 
(n.a.) 

Fitch Publishing Co. 

(10 publications of) (n.a.) 


Barnard, Ine. (n.a.) 
Tabulating and 
operator 


Mississippi Products, Inc. (over $1.0)* 
(Sub. of Sears, Roebuck and Co.) 
Furniture mfr. 


D. W. Onan & Sons, Inc. (over $1.0)* 
Electric generating and power plants, 
gasoline and diesel engines, car air 
conditioner and microwave communi- 
cation system components mfr, 


research service 


Sun Chemical Corp. ($34.0) 
Printing inks, paints, textile chemi- 
cals, and electrical insulation mfr.; 
bottlecap liners and rubber separator 
cloth mfr. 


Super Food Services, Inc. ($12:4) 
Groceries wholesaler 


Technical Tape Corp. (less than $.1)* 
Masking, cellophane, cloth, electrical 
tapes, ete., mfr. 

Terminal-Hudson Electronics, Inc. 
(Formed by merger of) 


Textron, Inc. ($265.6) 

Textiles, metals, electronic products, 
and machinery mfr. 

Thompson Industries, Ine. ($13.3) 
(Controlled by Sheraton Corp. of 
America) 

Rolled and stamped metal mouldings, 
and assemblies and resistance welding 
equipment mfr. 


Tool Research & Engineering Corp. 
($8.1) 


Production 
fabricator 
Tuscarora Cotton Mill (less than $.1)* 

Yarns mfr. 
United Fruit Co. ($386.3) 
Bananas grower and shipper, and 
sugar producer 
United Petroleum Gas Co. 
(Sub. of Diversa, Inc.) ($32.8) 
Oil and gas properties developer, oil 
and gas producer, and wells driller 
Universal Match Corp. ($53.4) 
Match books, vending machines, 
coin handling equipment, automatic 
controls, shipping tags, etc., mfr. 
Waukesha Motor Co. ($29.0) 
Engines and service replacement 
parts mfr. 
Edward Weck & Co. 
(Sub. of Sterling Precision Corp.) 
($28.6) 
Surgical instruments and _ beauty 
parlor equipment and supplies mfr. 
White-Rodgers Co. ($10.2) 
Automatic temperature and pressure 
controls mfr. 
Wichita Eagle (n.a.) 
Newspaper 
Will Ross, Inc. ($5.0) 
Hospital supplies, furnishings, and 
equipment distributor 
Woolfoam Corp. (n.a.) 
Detergent products mfr. and dis- 
tributor 


tooling designer and 


Artistic Mfg. Co. (n.a.) 
Decorative gift wrappings mfr. 


DynaFoam Corp. (n.a.) 
Thermoplastic films mfr. 


Progressive Wholesale Grocery Co. 


n.d. 
(Controlling interest in) 

Gift Wrapping, Inc. 
(Physical assets of) (n.a.) 


Terminal Electronics, Ine. (n.a.) 
Electronic parts and components, 
wholesale and retail distributor 

Hudson Radio & Television Corp. ($1.2) 
Electronic components, high fidelity 
equipment, and records, wholesale 
and retail distributor 

E-Z-Go Car Corp. (n.a.) 

Electric golf cars mfr. 


Ansted Corp. (over $1.0)* 
Metal-stampings mfr. 


Summit Industries, Inc. (n.a.) 
Reinforced plastic products for air- 
craft, missiles, and space programs, 
developers and mfr. 


Oakboro Cotton Mills (n.a.) 


Liana, Inc. (n.a.) 
Shrimp processor 


Merritt Gas Co. (n.a.) 


Glasco Corp. ($4.0) ; , 
Soft drink vending machines, re- 
frigerators and restaurant equipment 
mfr. 


O & M Mfg. Co. (over $.1)* 
Automobile radiators and cores mfr. 


Crown Surgical Supply (n.a.) 


Robinson Tube Fabricating Co. 
(Gas burner manufacturing opera- 
tions of) (n.a.) 

Wichita Beacon (n.a.) 
Newspaper 


Shipman Surgical Co. (n.a.) 


Goodman Bros. (n.a.) 
Food products mfr. 


1 Includes the assets of all but the first company listed as acquired this month 
* Estimated minimum capital from Thomas’ Register of American Manufac- 


turers, 1960 


Mergers and Acquisitions 
October 11, 1960—November 10, 19601 


an Acquirer 
Description and Assets in Millions 


Albany Times-Union 
epee by The Hearst Corp.) 
n.a 


Daily newspaper 


Acquired Unit 
Description and Assets in Millions 


Albany Knickerbocker News (n.a.) 
(Published by Press Co.) 
(Sub. of Gannett Co.) 
Afternoon daily newspaper, except 
Sunday 


1See The Conference Board Business Record, Navenber, 1957 and July, 1960 
a D an: 


for sources and methods used in this compilation 
of recorded 1959 mergers and acquisitions 


da alysis and summary 


* Estimated minimum capital from Thomas’ Register of American Manufac- 


turers, 1960 
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Wns Acquirer 
Description and Assets in Millions 


_ Acquired Unit 
Description and Assets in Millions 


Acquirer 
Description and Assets in Millions 


_ , Acquired Unit 
Description and Assets in Millions 


Allied Paper Corp. ($21.6) 

_ Book and specialty papers 
Christmas tree ornaments mfr. 

American Business Systems, Inc. ($1.6) 

_ Business forms and data processing 
tabulating cards mfr. 


American Can Co. ($806.1) 
Metal containers, paper and plastic 
products for industrial and consumer 
use mfr. 


American-International 
Corp. ($2.3) 
Aluminum extrusions mfr. 


American Machine & Foundry Co. 
($264.4) 
Special automatic and semi-auto- 
matic machinery for the tobacco, 
apparel, shoe, baking, bowling and 
general industries mfr. 


The American Pad & Textile Co. (over 
$1.0)* 


and 


Aluminum 


Marine products, sleeping bags, 
casual wear, and hunting and fishing 
clothes mfr. 


Associated Oil & Gas Co. ($7.8) 
Oil and gas properties acquirer, de- 
veloper and operator; natural gas 
purchaser and seller 


Beeornstic Retailers of America, Inc. 
9 


Vending machines owner, installer 
and servicer 


BBM Photocopy Mfg. Corp. (n.a.) 


Belding Heminway Co., Inc. ($15.4) 
Yarn, thread, natural and synthetic 
fabrics mfr. and greige goods con- 
verter 

Bemis Bro, Bag Co. ($70.4) 

Cloth, plastic and paper sacks, bags 
and bagging mfr. 

Borg-Warner Corp. ($445.0) 
Automotive parts, appliances, air 
conditioning, specialty steels, steel 
products, etc., mfr. 

Brady Food Service Corp. (n.a.) 
Vending management and _ profes- 
sional food service operator 

Burry Biscuit Corp. ($6.1) 

Biscuits and wafers mfr. 


Byer-Rolnick Hat Corp. (n.a.) 
Hat mfr. 


California Cargo Containers, Inc. (n.a.) 
Cargo containers lessor 


Casual Living (n.a.) 
Furniture trade publication 


Century Natural Gas & Oil Corp. (n.a.) 


City Gas Co. of Florida (n.a.) 
Utility 
Clemco Aero Products Inc. 
(Sub. of Hathaway Instruments, 
Inc.) ($8.7) 
Rotary flutter dampers for jet air- 
craft and missiles, rotor blade damp- 
ers for helicopters, etc., mfr. 
Coleman Electronics, Inc. 
(Sub. of Coleman Engineering Co., 
Inc.) ($3.1) 
Electronic equipment and cameras 
mfr., contract research 
Comptometer Corp. ($12.5) 
Adding-calculating and _ dictation- 
transcription machines, data trans- 
mission devices, golfing equipment, 
remote control and measuring de- 
vices mfr. 
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Manifold Forms Co. (n.a.) 
Special carbon business forms mfr. 


Accounting Card Co., Inc. (n.a.) 
Tabulating cards mfr. 


Sumter & Choctaw Ry. Co. (n.a.) 


Allison Plastics, Inc. (over $.1)* 
Plastic buckles. mfr. 


Ben Hogan Co. (n.a.) 
Golf clubs, bags, balls and other golf 
equipment mfr. 


Bayshore Industries, Ine. (over $.3)* 
Plastic marine items mfr. 


Gulf States Development Corp. 
(Assets of) (n.a.) 
Oil and gas properties owner 


Allied Vending Engineers, Inc. (n.a.) 
Vending machines operator 


Serv-U Vending Co., Ine. (n.a.) 
Vending machines operator 


Beacon Beverage Co. (n.a.) 
Vending machines operator 


County Beverage Co. (n.a.) 
Vending machines operator 


Midwest Food Service, Ine. (n.a.) 
In-plant food service for industries, 
hospitals and schools operator 


Meiers Vending Service (n.a.) 
Vending machines operator 

Van Dyke Laboratories (n.a.) 
Chemical toners research and de- 
velopment 

Lily Mills Co. (over $1.0)* 
aa of Cleveland Mill & Power 


Sewing thread mfr. 

Air-Formed Products Corp. (n.a.) 
(Controlling interest in) 
Blow-molded plastics mfr. 

Brummer Seal Co. (n.a.) 

Mechanical seals for auto engines, 
water pumps and other products mfr. 


Airway Food Service (n.a.) 
In-plant food services operator 


Blue Jay Food Products Co., Inc. (n.a.) 
Cookie and cracker products for the 
vending machine trade mfr. 

Ecuadorian Panama Hat Co., 

(over $.3)* 
Men’s straw hats mfr. and distributor 

Transport Shield Systems 
eee container leasing business of) 

n.a 

Pacific Wood & Metal Co. 

(Containers and leasing program of) 
(n.a.) 

Summer and Casual Furniture (n.a.) 
Magazine 

Special Machine 

Works (n.a.) 

Miami Bottled Gas Corp. (7.a.) 


Inc. 


Tool Engineering 


Interstate Engineering Corp. 
(Electro Mechanical Div. Po) (n.a.) 


Audio-Videre Co. (n.a.) 
Magnetic tape mfr. 


Worthington Ball Co. (over $1.0)* 
Golf balls mfr. 


Computer Engineering Associates, Inc. 
(Sub. of Susquehanna Corp.) ($43.2) 
Railway, bus, sulfuric acid, uranium 
processing, and electronic products 
manufacturing companies operator 


Concrete Plank Co., Inc. (over $.1)* 
Pre-cast concrete planks mfr. and 
installer 


Continental Baking Co. ($117.3) 
Bread, cake and frozen foods mfr. 


Continental Boat Corp. (n.a.) 
Fiber glass pleasure crafts mfr. 


Continental Oil Co. ($787.7) 
Integrated oil producer 


Cook Electric Co. ($17.1) 
Custom built materials for specific 
purposes mfr.; basic research engi- 
neers and developers 

Cuban American Oil Co. ($4.5) 
Oil and gas producer 

H. Daroff & Sons, Inc. (over $.5)* 
Clothing mfr. and men’s wear store 
chains operator 

Dennison Mfg. Co. ($27.0) 
Paper products mfr. 

Detroit News (n.a.) 
Newspaper 


Dictograph Products Co., Inc. ($3.2) 
Hearing aids, interofice communica- 
tion systems, and hi-fi music systems 
mfr. 

Drewrys Ltd. U. . A., Inc. ($16.7) 
Beer and ale mfr. 


Dynex Industries, Inc. (over $.5)* 
Precision electro-mechanical instru- 
mentation and photographic prod- 
ucts mfr. 


Eagle Lock Corp 


ub. of Penn-Akron Corp.) ($1.1) 
Cabinet hardware mfr. 


The Electric Autolite Co. ($160.4) 
Electrical equipment for the auto- 
motive and aircraft industries mfr. 

Esquire, Inc. ($11.9) 

Magazines publisher 


A. W. Faber-Castel Pencil Co. (over 
$1.0)* 

Pencils, erasers, rubber bands, leads, 
etc., mfr. 


Federal Pacific Electric Co. ($52.6) 
Switch gears for industry and homes 
mnfr. 

Figurette, Ltd. (n.a.) 

Women’s reducing salons operator 


First National Leasing Corp. (n.a.) 
Peter Frank Organization, Inc. (n.a.) 


Frito Co. of Canada, Ltd. 
(Sub. of Frito Co.) ($20.4) 
Snack foods mfr. 

George K. Garrett Co., Inc. 
$1.0)* 

Spring lock washers and hose clamps 

mfr.; contract manufacturing; metal 

parts fabricator 


(over 


Genung’s Inc. ($9.1) 
Department store chain operator 


Birdsell Mfg. Co., Inc. (over $.1)* 

(Affiliate of Thor Transformer & 
Electronics, Inc.; Western Pacific 
Transformer, Inc.) 
Power supplies for microwave tubes, 
diffusion furnaces, transistor plants, 
and focusing cells for radar equip- 
ment mfr. 


Thor Transformer & Electronics, Inc.! 
(n.a.) 


Duffy Concrete Products, Inc. (n.a.) 
Pre-cast concrete roof products, ete. , 
mfr. 


Porete Mfg. Co. (over $.3)* 
(Sub. of Colonial Industries, Inc.) 
Light-weight, pre-cast concrete and 
insulating wood fibre slabs mfr. 


Cain’s English Muffin Co. 
(Business and certain assets of) (7.a.) 
English muffins mfr. 


Electronic and Nuclear Research and 
Development Laboratory, Invex, 
Inc. (n.a.) 

Oil properties in Oklahoma (n.a.) 
(Purchased from Dick Wegener and 
Clyde E. Davis) 


N. R. K. Mfg. & Engineering Co. 
Microwave components mfr. 


McCulloch Oil Co. (n.a.) 


Pauson & Co. (n.a.) 
Men’s wear retail store operator 


Thayer Mfg. Co., Ine. (n.a.) 
Fabric ribbons mfr. 


Detroit Times (n.a.) 
(Published by Hearst Consolidated 
Publications, Inc.) 
Daily evening newspaper 

Edward P. Casey Sound Systems (n.a.) 
Sound systems for schools, churches, 
etc., engineers and installers 


Pepsi-Cola Mokan Bottlers, Inc. (n.a.) 
Soft drinks bottler 


Micro Products, Inc. 
(Product line of) (n.a.) 
Fropriotaty photographic products 
mir, 


Eagle Lock & Screw Co. 
(Business of) (n.a.) 
(Sub. of Bowser, Inc.) 
Locks and other hardware items mfr. 
Equitable Leasing Corp. (n.a.) 
(Controlling interest in) 


Wide-Lite Corp. (over $.3)* 
Floodlights for parking facilities and 
athletic fields mfr. 

Commonwealth Cedar Co., Inc. (over 

$.3)* 

Pencils mfr. 


Pen-Cil-Pen Co. (n.a.) 
Ball point pens mfr. 

Pioneer Electric Ltd. (Canada) (n.a.) 
Electrical equipment mfr. 


Metro Metal Products Co. (n.a.) 
Metal products mfr. 

Republic Aluminum Co. (n.a.) 
Metal products mfr. 

O. L. E. Co. (n.a.) 
Specialized office equipment lessor 

Richard H. Ullman, Ine. (n.a.) 
Radio sales group 

Sunlite Food Products, Inc. (Canada) 
(Production and sales department 
assets of) (n.a. 
Potato chips mfr. 

Apollo Industries, Inc. 
(American Nut & 
div. of) (n.a.) 
Structural steel fabricator and erect- 
or; washers and highway guard 
fencing mfr.; nuclear energy research 

The Globe (Suffern, N. Y.) (n.a.) 
Department store operator 


Bolt Fastener 


1 Same description as the Birdsell Mfg. Co., Inc. 
* Kstimated minimum capital from Thomas’ Register of American Manufac- 


turers, 1960 


AY 


Acquirer | ie 
Description and Assets in Millions 


Acquired Unit . 
Description and Assets in Millions 


Gerber Products Co. ($63.5) | : 
Foods for babies, young children and 
adults requiring special diets mfr. 


Geyer Morey, Madden & Ballard, Inc. 
n.a.) 


Advertising agency 

Glen Alden Corp, ($119.1) | Th 
Anthracite coal miner; air condition- 
ers, and pistons mfr.; motion pictures, 
leather tanning, textile finishing 
enterprises 

Green Giant Co. ($36.0) 
Vegetables canner and distributor 

Gulton Industries, Inc. ($4.4). 
Electronic electro-mechanical and 
electro-acoustic components mfr. for 
military and commercial mfrs. 


Hammermill Paper Co. ($60.5) 
Sulphite pulp, fine writing papers, 
bonds, and ledger, printing paper 
mfr. 

Helmerich & Payne, Inc. ($23.6) 

Oil and gas producer and contract 
driller 

Hupp Corp. ($46.1) 

Diversified industrial products, heat- 
ing, plumbing, air conditioning, re- 
frigerating products, and missile and 
jet engine components mfr. 

Inland Rubber Corp. ($42.2) 

(Sub. of Mansfield Tire & Rubber 


Co.) 
Tires and tubes, tread rubber and 
miscellaneous tire and accessory 
items mfr. 

Inland Steel Co. ($778.3) 
Steel mfr. 


International Hotel Corp. (n.a.) 


Johnson & Johnson ($171.3) 
Surgical dressings and related prod- 
ucts mfr. 

ree eee Chesley & Atherton, Inc. 

n.d. 

Advertising agency 

Key Color Studios, Inc. (n.a.) 

Kimberly-Clark Corp. ($350.3) 
Printing, writing and specialty papers 
integrated producer; cellulose wad- 
ding products mfr. 

H. L. Klion, Ine. 
(Formed by merger of) 


e 


L’Aiglon Apparel, Inc. ($3.5) 
Women’s dresses mfr. 

Lancer Industries, Inc. ($2.1) 
Swimming pools mfr. 


Leshner Corp. (over $1.0)* 
Paper, stocks and rags mfr. 


Lewis & Kaufman Electronics Corp. 
(n.a.) 


Liberty Records, Inc. ($2.8) 
Stereo and monaural records mfr. and 
distributor 


Arthur D. Little, Inc. (over $1.0)* 
Industrial, engineering, and techni- 
cal economics consultant; advanced 
equipment mfr. 


M. S. L. Industries, Inc. (n.a.) 


Mars League Bowling & Recreation, 
ne. 
(Formed by merger of) 


Bowling centers and related activities 
operator 
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Knoll & Co. (n.a.) 
Baby pants mfr. 


The Caples Co. (n.a.) 
Advertising agency 


Hudson Coal Co. 
(Operating Assets of) (n.a.) 
(Sub. of Delaware & Hudson Co.) 
Anthracite coal producer 


Michigan Mushroom Co. (over $.3)* 
Mushrooms canner 

Electric Machinery Mfg. Co. 
(Electronics business of Mullenbach 
div. of) (n.a.) 
(Sub. of Worthington Corp.) 
Thin sheet ceramic material for 
Miniature switches, capacitors and 
relays mfr. 

Coast Envelope Co. (over $.1)* 
a ihe and book cover products 
mfr. 


Natural Gas Odorizing, Inc. (n.a.) 
Odorants for the gas transmission and 
distribution industry mfr. 

Horace L. Smith, Jr., Inc. 

(Assets of) (n.a.) 
Thermodynamics engineers 


Pacific Tire & Rubber Co. (over $1.0)* 
(Increased ownership to 100% by 
purchase of 50% of the stock of) 
Automobile tires mfr. 


Pacific Isle Mining Co. (n.a.) 
(Increased ownership to 100% by 
purchase of 50% interest from Pitts- 
burgh Mining Co.) 

Iron ore miner 

Hotel Corp. of America 
(Hotel Somerset unit of) (n.a.) 

Anniston Mfg. Co. (over $.5)* 

Cotton goods mfr. 


Heineman, Kleinfield, Shaw & Joseph, 
Inc. (n.a.) 
Advertising agency 
H. Elfant Color Lab, Ine. (n.a.) 
Ralph L. Smith Lumber Co. (over 
$1.0)* 


Timber and sawmill operator 


Pressed Metals of America, Inc. ($.6) 


Furniture Center of Westbury, Inc. 
n.d. 

Furniture Center of Connecticut, Inc. 
(n.a.) 

Northeast Furniture Center, Inc. (n.a.) 

The Kramer Co. (less than $.1)* 
Blouse mfr. 

Olympic Paint & Chemical Co. (n.a.) 
Resins and gelcoats for fiberglass 
swimming pools mfr, 

St. Mary’s Woolen Mfg. Co. 

(St. Marys, Ohio plant of) (n.a.) 

Monogram Precision Industries 
(Cascade Research Div. of) (n.a.) 
Microwave ferrite equipment 
search 

Dolton Records (n.a.) 

Phonograph records mfr. and dis- 
* tributor 

Cornerstone Publishing Co. (n.a.) 
Music publisher 

Groton Associates, Inc. (n.a.) 

Product development and research 


re- 


Heads & Threads, Inc. (n.a.) 
Nuts, bolts, serews and washers im- 
porter and distributor 

Universal Screw Co. (over $1.0)* 
Fastener specialties mfr. 

Commonwealth Recreation Co. (n.a.) 


Have you filled out postcard insert facing page 1? 


Acquirer : 
Description and Assets in Millions 


Maxwell Latham Mathews, Ltd. 
(Formed by merger of) 
Fashion advertising agency 


Mead Corp. ($244.1) 
White papers, paperboard and paper- 
board products mfr. 

Menasco Mfg. Co. ($14.7) 
Aircraft landing gear and hydraulic 
systems mfr. 


Microdot, Ine. ($1.5) 
Micro-miniature connectors, cable, 
transformers, and components for 
space research projects mfr. 


M. A. Miller Mfg. Co. (n.a.) 
Diamond and sapphire phonograph 
needle assemblies mfr. 


Missile Systems Corp. (n.a.) 


Mohican Corp. (n.a.) 
Grocery chain operator 


eae Fiber Glass Body Co. (over 


Glass fiber reinforced plastic parts 
and assemblies for the automotive 
field mfr. 


National Propane Corp. ($24.6) 
LP gas for household, farm, commer- 
cial and industrial use supplier; 
appliances seller 


National Tea Co. ($156.0) 
Grocery store chain operator 


Patterson Foundry & Machine Co. 
(East Liverpool, Ohio) (over $1.0)* 
Processing equipment for the chemi- 
cal, paint, ceramic, porcelain, etc., 
industries mfr. 


Penn Fruit Co., Inc. ($35.9) 


Supermarket chain operator 


Pratt, Read & Co., Inc. ($5.1) 
Ainge and organ keys and actions 
mfr. 


Precision Circuits, Inc. ($.3) 
Printed circuit boards mfr. 


Press Management, Inc. (n.a.) 


Purex Corp. Ltd. ($30.6) 
Detergents, soaps, 
toiletries mfr. 


Reynolds & Reynolds Co. (n.a.) 


cleaners and 


Riegel Paper Co. ($70.9) 
Glassine, greaseproof, industrial and 
specialty papers mfr. 


Riley Stoker Corp. ($21.6) 
Steam generating and fuel burning 
equipment for public utility and in- 
dustrial installations mfr. 

Ritter, Sanford, Miller & Kampf, Inc. 
(Formed by merger of) 
Advertising agency 


Acquired Unit , 
Description and Assets in Millions 


Major League Bowling Association, 
Inc, (n.a.) 


Mathews-Latham (n.a.) 


Maxwell-Gray (n.a.) 

Gilbert Paper Co. 
(Assets of) (n.a.) 
Paper mfr. 

Micro Gee Products, Ine. (n.a.) 
(Sub. of Lerco Electronics, a 4 
Electro-mechanical flight simulation 
tables for testing gyroscopes, etc., 
mfr. 

Lerco Electronics, Inc. 
(Assets of) (n.a.) : 
Machined and moulded terminals and 
other products mfr. 

Micro-Test, Inc. (n.a.) 
Strain measurement devices mfr. 

Union Carbide Corp. } 
(Assets of the synthetic sapphire 
phonograph needle business of Linde 
Co. div. of) (n.a.) 

DataMation, Inc. (n.a.) 
Data reduction, processing and docu- 
mentation equipment for the missile 
industry mfr. 

pe ee yee & Finishing Co., Inc. 

na. 


Danan Mills, Inc. (n.a.) 

Raval Lace Co., Ine. (n.a.) 

ime gst ie Glass Tray Co. (over 
5 


Fiber glass reinforced plastic mate- 
rial handling equipment mfr. 


Home Gas Corp. (n.a.) 


Adirondack Bottled Gas Corp. (n.a.) 
William H. Heineman Bakeries, Inc. 


Goan 
Retail bakery chain operator 
Patterson Foundry & Machine Co., 
Ltd. (Canada) (n.a.) 
(Sub. of Ferro Corp.) 
Chemical processing systems mfr. 
Schreiber Brothers, Inc. (Baltimore, 
Md.) (n.a.) 
Supermarket chain operator 
Keyboards, Ine. (n.a.) 
Electronic organ keyboards mfr. 


Molecular Electronics, Inc. (n.a.) 


Kingsport Press, Inc. ($13.1) 
Printer and binder 

Turco Products, Inc. (over $1.0)* 
Industrial cleaning and chemical 
etching materials and equipment mfr. 

Controlomat Corp. (n.a.) 
(50% interest in) 
Electronic accounting system for 
auto dealerships operator 

Bloomer Brothers Co. (over $1.0)* 
Paper cartons mfr. 


Lassiter Corp. ($4.2) 

Flexible packaging materials mfr. 
Branson Yarn Co. (n.a.) 

(Affiliate of Lassiter Corp.) 

Metallic yarns for automotive uphol- 

stery, floor coverings and plastics mfr. 
Fairtex Corp. (n.a.) 

(Affiliate of Lassiter Corp.) 

Metallic yarns for automotive uphol- 

stery, floor coverings and plastics mfr. 
Union Iron Works (over $.5)* 

Boilers, hot water heaters, process 

equipment and autoclaves mfr. 


Ritter, Sanford & Price, Inc. (n.a.) 
Advertising agency 


Harold Miller Co. (n.a.) 
Advertising agency 


[To be concluded ] 


* Estimated minimum capital from Thomas’ Register of American Manufac- 


turers, 1960 


BUSINESS RECORD 


Organizing the Corporate Marketing Staff—Based on a re- 
cent Conference Board survey of ninety-two manufac- 
turing companies, this article examines the shape of the 
marketing function at the corporate level, the units that 
compose it, and the scope of its activities. 


Company Reports College Trainee Survey—What are the 
causes of high turnover among college hires and what 
can be done about it? This is a report on how one large 
manufacturing firm with rather heavy turnover went 
about finding the answers. 


Supreme Court Looks at Arbitration—A discussion of three 
recent high court rulings that expand the scope of 
arbitration in settling industrial disputes. Management 
is concerned that the court’s decisions will force it to 
arbitrate grievances that it now considers nonarbitrable 
because they deal with questions of “management 
rights.” Thus it is possible that future arbitration 
awards may eliminate long-standing management pre- 
rogatives that formerly would not even have been 
subject to arbitration. 


The New Federal Program for Extended Jobless Pay—In 
April, TEUC, the most recent federal program to extend 
temporarily unemployment benefits, went into effect. 
This article analyzes the new program and compares it 
with TUC, its 1958 predecessor, with respect to benefits, 
coverage, and basic formulas for extending payments. 


WEEKLY INDICATORS CHARTBOOK: 1961 Edition 


Twenty-one full-page charts—one for each of the indicators reported regu- 
larly in THE ConrerEeNcE Boarp’s Weekly Desk Sheet—make this book an 
invaluable visual guide to the short-term trend of business conditions. A sup- 

plementary data booklet provides historical data for the twenty-one series on a 
weekly basis from 1946 through 1960. Initial copies of the chartbook are sent 
to Associates upon request, without charge. Additional copies at $2.50, with 
the Board’s usual discounts for bulk orders. (The chartbook, which comes in 
loose-leaf form, is punched to fit any three-ring binder. Binders matching the 
standard sets distributed by the Board in the past can be had for $2.) 


Although pricing plays a vital role in corporate activity, there 


little first-hand information on how prices are formed, what criteria are em- 


d how price decisions relate to an individual company’s market objectives. 


“Pricing: Policies and Practices, ’’ by Dr. Jules Backman, 


ofessor of economics, New York University, considers the interrelated roles 


aed company policy and the many factors that enter into the day-to-day 
n individual pricing decisions. Appendixes to the study carry verbatim 
quotations from the pricing statements of some 200 companies for some 125 products 
ranging from acetate filament yarns to zirconium. Indexes provide ready reference to 


company and product pricing information. 


This Study in Business Economics was mailed to Associates 


in April. Additional copies at $2.50 each to Associates, $12.50 to non-Associates. 


